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ACCESS  TO  HEALTH  INSURANCE 


MONDAY,  FEBRUARY  25,  1991 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Subcommittee  on  Health, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10:05  a.m..  Old 
Senate  Chamber,  State  Capitol,  210  Capitol  xA.venue,  Hartford, 
Conn.,  Hon.  Fortney  Pete  Stark  (chairman  of  the  subcommittee) 
presiding. 

[The  press  release  announcing  the  hearing  follows;] 
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FOR  IKMEDIATE  RELEASE 
WEDNESDAY,    FEBRUARY  6,  1551 


PRESS  RELEASE  #1 
SUBCOMMITTEE  ON  HEALTH 
COMMITTEE  ON  WAYS  AlID  MEAIJS 
U.S.   HOUSE  OF  REPRESENTATIVES 
1102  LONGWOPTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,    D.C.      2  0515 
TELEPHONE:    f202;  225-7735 


THE  HONORABLE  PETE  STAPiC   (D.  ,   CALIF.)  CHAIRMAIJ, 
SUBCOMMITTEE  ON  HEALTH, 
COMMITTEE  ON  WAYS  AIJD  MEAlfS ,    U.S.   HOUSE  OF  REPRESENTATIVES, 
AtWOUNCES  A  FIELD  HEARING  IN  HAP.TFOP-D,  CONNECTICUT, 
ON  ACCESS  TO  HEALTH  INSURAiJCE 


The  Honorable  Pete  Stark  (D.,  Calif.),  Chairman,  Subcommittee  on 
Health,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
announced  today  that  the  Subcommittee  will  hold  a  field  hearing  on 
access  to  health  insurance.     The  hearing  will  be  held  on  Monday, 
February  25,   1991,  beginning  at  10:00  a.m.,   in  the  Old  Senate  Chamber 
of  the  State  Capitol,  210  Capitol  Avenue,  Hartford,  Connecticut. 

In  announcing  the  hearing  Chairman  Stark  said:  "The  signs  of 
stress  in  the  health  care  system  are  increasingly  evident. 
Corporations  complain  that  health  insurance  premiums  are  rising  twenty 
to  forty  percent  each  year.     Small  businesses  increasingly  report  that 
they  are  faced  with  astronomical  cost  increases,  or  selected  employees 
are  denied  coverage  due  to  chronic  health  problems.     The  people  who 
need  coverage  the  most  end  up  without  it,  and  the  number  of  uninsured 
continues  to  climb.     Connecticut  is  attempting  to  find  solutions  to 
these  problems,  and  we  need  to  assess  the  potential  of  those  solutions 
for  the  nation  as  a  whole." 

Oral  testimony  will  be  heard  from  invited  witnesses  only. 
However,  any  individual  or  organization  may  submit  a  written  statement 
for  consideration  by  the  Subcommittee  and  for  inclusion  in  the  printed 
record  of  the  hearing. 

BACKGROUND 

Thirty-three  million  Americans  currently  lack  health  insurance. 
As  many  as  sixty-five  million  lack  health  insurance  for  at  least 
thirty  days  during  any  two-year  period. 

One  of  the  surprising  statistics  about  the  uninsured  is  that  two- 
thtrda  are  members  of  families  with  at  least  one  full-time  worker, 
while  another  ten  percent  are  in  families  with  a  part-time  worker. 

The  problem  of  lack  of  health  insurance  is  particularly  acute  for 
employees  of  small  business.     Over  62  percent  of  workers  in  firms  with 
fewer  than  25  employees  do  not  obtain  health  insurance  from  their  own 
jobs,  while  only  14.6  percent  of  workers  in  firms  with  1,000  employees 
or  more  do  not  obtain  such  coverage.     There  are  almost  seven  million 
uninsured  workers  in  firms  with  fewer  than  25  employees,  out  of 
14.4  million  uninsured  workers. 

Health  care  costs  appear  to  be  rising  faster  for  small  groups 
than  for  large  ones.     A  survey  by  the  National  Association  of 
Manufacturers  found  that  1988  health  care  costs  for  firms  with  fewer 
than  2  5  employees  rose  3  3  percent — a  rate  one  and  one-half  times  as 
high  as  the  rate  for  large  firms. 

Various  practices  of  the  insurance  industry  appear  to  increase 
the  problems  faced  by  small  groups  in  purchasing  health  insurance. 
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The  wide  use  of  experience  rating  to  set  premiiams,   as  opposed  to 
community  rating,   often  raises  insurance  prices  for  small  business. 
Other  underwriting  practices  that  negatively  impact  small  businesses 
include  exclusions  of  pre-existing  conditions,   large  rate  increases 
for  firms  with  older  workers  or  dependents  who  have  the  misfortune  to 
contract  a  serious  illness,   segregation  of  high  risk  workers  from 
group  rates,  coverage  denials,   and  refusals  to  renew  insurance. 

Connecticut  is  in  the  process  of  implementing  legislation  enacted 
in  1990  which  attempts  to  increase  coverage  for  small  groups  and  for 
low-income  populations  through  a  variety  of  reforms. 

The  Connecticut  legislation  includes:      (1)   establishment  of 
standards  of  behavior  for  small  group  carriers,   including  reguirements 
that  all  applicants  be  covered  and  rules  for  determining  rates; 

(2)  creation  of  a  small  employer  health  reinsurance  pool; 

(3)  provision  of  a  special  health  care  plan  for  previously  uninsured 
groups;  and  (4)   expanded  public  programs  for  low-income  residents. 

DETAILS  FOR  SUBMISSION  OF  WRITTEN  COMMENTS; 

For  those  who  wish  to  file  a  written  statement  for  the  printed 
record  of  the  hearing,   six  (6)   copies  are  required  and  must  be 
submitted  by  the  close  of  business  on  Monday,  March  11,   1991,  to 
Robert  J.  Leonard,   Chief  Counsel,   Committee  on  Ways  and  Means,  U.S. 
House  of  Representatives,   1102  Longworth  House  Office  Building, 
Washington,   D.C.   20515.     An  additional  supply  of  statements  may  be 
furnished  for  distribution  to  the  press  and  public  if  supplied  to  the 
Subcommittee  office,   1114  Longworth  House  Office  Building,  before  the 
hearing  begins. 


FORMATTING  REQUIREMENTS: 

Each  statement  presented  for  printing  to  the  Committee  by  a  witness,  any  written  statement  or  exhibit  submitted  for  the 
printed  record  or  any  written  comments  in  response  to  a  request  for  written  comments  must  conform  to  the  guidelines  listed  below. 
Any  statement  or  exhibit  not  in  comiphance  with  these  guidelines  will  not  be  printed,  but  will  be  maintained  in  the  Committee 
files  for  review  and  use  by  the  Committee. 

1.  All  staterrerts  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single  space  on  legal-size  paper  and  may  not 
exceed  a  total  of  10  pages. 

2.  Copies  0*  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.  Instead,  exhibit  material  should 
be  referenced  and  quoted  or  paraphrased.  All  exhibit  material  not  meeting  these  specifications  will  be  maintained  in  the 
Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or.  for  written  comments,  the  name  and 
capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or  persons,  or  any  organization  for  whom  t^e  witness 
appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a  telephone  number  where  the  witness 
or  the  designated  .representative  may  be  reached  and  a  topical  outline  or  summary  of  the  comments  and  recommendations 
in  the  fall  statement-  This  supplemental  sheet  will  not  be  Included  in  the  printed  record. 

The  above  -citnctiors  and  '.imitations  apply  only  to  m.aterial  being  submitted  for  printing.  Statements  and  exhibits  or 
supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  public  during  the  course  of  a  public  nearing. 
may  be  submitted  in  other  forms. 
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Chairman  Stark.  The  Health  Subcommittee  of  the  Committee  on 
Ways  and  Means  has  never  been  honored  with  such  a  packed  hall 
that  included  so  few  lobbyists  and  so  many  genuinely  interested 
people,  and  it  is  a  real  tribute  to  your  Congress  women  that  you  are 
here  this  morning. 

I  am  doing  the  best  I  can,  ma'am.  I  am  shouting  as  loud  as  I  can 
into  this  microphone,  and  it — normally,  I  would  say  it  is  a  Republi- 
can sound  system  and  that  is  why  you  cannot  hear  me,  but  I  am 
sure  that  is  not  the  case. 

I  am  Pete  Stark,  and  I  am  the  chairman  of  the  subcommittee, 
and  I  would  like  to  say  a  few  opening  words,  if  I  may.  You  all  know 
my  colleagues,  Congresswoman  Johnson  from  the  Sixth  Congres- 
sional District,  and  Congresswoman  Kennelly  from  the  First  Con- 
gressional District,  but  you  may  not  have  the  pleasure  of  knowing 
Congressman  Brian  Donnelly  from  the  great  city  of  Boston  in  the 
Commonwealth  of  Massachusetts,  who  is  our  ranking  Democrat 
member  here  today,  and  Congressman  Sander  Levin  from  Detroit, 
Mich.,  and  Congressman  Bill  Coyne  from  Pittsburgh. 

We  are  all  most  interested  in  being  here.  Hartford  is  one  of  the 
few  cities  in  the  United  States  where  hospitals  are  doing  better 
than  banks,  and  we  have  come  to  observe  that.  They  are  closing 
more  banks  than  hospitals,  and  that  is  indeed  a  reverse  on  what 
we  have  seen. 

Corporations  are  complaining  that  their  health  insurance  premi- 
ums are  rising  20  to  40  percent  annually.  Small  businesses  tell  us 
that  they  face  tremendous  increases  in  their  costs  of  health  insur- 
ance as  employees  are  denied  coverage  and  chronic  health  prob- 
lems are  sending  the  costs  through  the  roof. 

People  who  need  coverage  the  most  end  up  without  it,  and  the 
number  of  uninsured  people  keeps  rising. 

Connecticut,  to  its  credit,  is  attempting  to  find  a  solution  to  the 
problem  of  the  growing  number  of  citizens  without  the  financial 
protection  that  health  insurance  provides,  and  the  Connecticut  pro- 
gram focuses  particularly  on  the  problems  of  small  businesses  in 
purchasing  health  insurance  at  a  fair  price.  This  is  certainly  appro- 
priate given  the  current  situation  in  the  market. 

I  am  not  going  to  dwell  on  the  number  of  people  without  insur- 
ance; you  are  going  to  hear  more  about  that  today. 

It  is  my  understanding  that  the  Connecticut  approach  rests  on 
four  steps:  the  creation  of  a  reinsurance  pool  for  small  employers, 
restrictions  on  underwriting  of  small  employer  groups,  develop- 
ment of  low-cost  insurance  products  for  the  small  employer,  and 
expansion  of  Medicaid  eligibility  and  expansion  of  direct  service 
programs  for  the  lower-income  population.  These  are  all  worthy  ap- 
proaches which  need  to  be  explored,  and  I  appreciate  the  leader- 
ship of  this  State  in  that  regard. 

We  will  be  watching  with  interest  the  implementation  of  this 
program,  and  I  know  our  witnesses  today  will  educate  us  about  the 
details  of  this  important  initiative. 

I  would  be  less  than  direct,  however,  if  I  did  not  indicate  some  of 
my  personal  skepticism  on  whether  this  program  will  have  more 
than  a  marginal  impact  on  the  problem  of  the  33  million  Ameri- 
cans without  health  insurance. 
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I  am  not  convinced  that  piecemeal  approaches  relying  on  the  pri- 
vate sector  can  achieve  our  common  goal  of  universal  coverage. 
There  are  many  problems  with  people  who  change  jobs  frequently 
and  with  the  sharing  of  costs  of  dependent  coverage  when  there  are 
two  employed  family  members.  Also,  many  States  are  complaining 
about  financing  the  current  level  of  Medicaid  benefits,  much  less 
having  to  find  State  money  to  expand  those  benefits. 

I  am  concerned  about  relying  on  private  sector  approaches  to 
contain  costs  and  expand  access  at  the  same  time.  I  am  convinced 
that  meaningful  cost  containment  is  beyond  the  capability  of  the 
private  sector  alone  to  achieve. 

In  my  view,  the  public  sector  is  better  able  to  achieve  these 
goals.  The  evidence,  of  course,  is  the  Medicare  program.  While  pri- 
vate sector  costs  are  rising  more  than  10  percent  per  year  in  real 
dollars,  Medicare's  costs  have  been  increasing  3  percent  a  year  in 
real  terms,  and  before  our  insurance  witnesses  report  that  Medi- 
care's success  is  solely  the  result  of  cost  shifting,  let  me  suggest 
that  their  higher  increases  are  completely  due  to  the  private  sec- 
tor's failure  to  achieve  any  cost  containment. 

In  a  zero  sum  game,  when  you  lower  one  person's  costs  you  obvi- 
ously raise  somebody  else's.  But  the  experience  with  all-payer  rate 
regulation  programs  at  the  State  level  clearly  shows  that  costs  can 
be  contained  when  payments  by  all  payers  are  controlled  or  when 
there  is  only  a  single  payer. 

The  failure  of  the  health  care  system  to  contain  costs  does  not 
take  away  from  one  payer,  Medicare,  which  has  been  having  suc- 
cess. At  the  same  time  the  critical  need  to  assure  health  insurance 
protection  for  every  American  demands  our  best  efforts. 

The  impasse  has  been  going  on  for  far  too  long.  I  hope  today's 
discussion  will  provide  new  insight  into  resolving  this  dilemma. 

[The  opening  statement  of  Mr.  Stark  follows:] 
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THE  HONORABLE  PETE  STARK 
CHAIRMAN,   SUBCOMMITTEE  ON  HEALTH, 
COMMITTEE  ON  WAYS  AND  MEANS 

HEARING  ON  ACCESS  TO  HEALTH  INSURANCE 

Hartford,  Connecticut 
February  25,  1991 


The  signs  of  stress  in  health  care  are  increasingly 
evident . 

Corporations  complain  that  health  insurance  premiums 
are  rising  twenty  to  forty  percent  each  year.  Small 
businesses  report  that  they  face  astronomical  increases  or 
selected  employees  are  denied  coverage  due  to  chronic  health 
problems. 

The  people  who  need  coverage  the  most  end  up  without 
it,  and  the  number  of  uninsured  keeps  increasing. 

Connecticut  is  attempting  to  find  solutions  to  the 
problem  of  the  growing  number  of  Americans  without  the 
financial  protection  of  health  insurance. 

The  Connecticut  program  focuses  particularly  on  the 
problems  of  small  business  in  purchasing  health  insurance  at 
a  fair  price.     This  is  certainly  appropriate  given  the 
current  situation  in  this  market. 

Half  of  the  working  uninsured  are  employees  of  small 
firms.     If  we  are  to  assure  health  coverage  for  all 
Americans,  small  firms  are  going  to  have  to  shoulder  this 
burden,  just  as  do  most  large  employers  currently. 

Only  forty  percent  of  workers  in  firms  with  under  25 
employees  or  less  receive  health  insurance  from  their  own 
jobs,  while  almost  85  percent  of  workers  in  firms  with  1000 
employees  or  more  obtain  coverage  through  the  workplace. 

There  are  almost  seven  million  uninsured  workers  in 
firms  under  25  employees  out  of  14 -plus  million  uninsured 
workers . 

We  cannot,  however,  expect  small  employers  to  provide 
insurance  for  their  employees  if  they  are  not  able  to 
purchase  coverage  at  a  reasonable  price. 

Health  care  costs  are  rising  faster  for  small  groups 
than  for  large.    A  survey  by  the  National  Association  of 
Manufacturers  found  that  1988  health  care  costs  for  firms 
with  less  than  25  employees  rose  33  percent  —  a  rate  one 
and  a  half  times  as  high  as  the  rate  for  large  firms. 


The  Connecticut  approach  to  this  problem  rests  on  four 
basic  steps: 

*  Creation  of  a  reinsurance  pool  for  small 
employers ; 

*  Restrictions  on  underwriting  of  small  employer 
groups ; 

 *        Development  of  low-cost  insurance  products  for 
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small  employer  with  restrictions  on  provider 
reimbursement;  and, 

*        Expansion  of  Medicaid  eligibility  and  expansion  of 
direct  service  programs  for  the  low-income 
population. 

These  are  all  worthy  approaches  which  need  to  be 
explored  and  I  appreciate  the  leadership  of  this  state  m 
?h?t  regard.     We  will  all  be  watching  with  interest  the 
Implementation  of  this  program,   and  I  know  o^J^/^^nesses 
today  will  educate  us  about  the  details  of  this  important 
initiative. 

I  am  skeptical,  however,  that  this  program  will  have 
more  than  a  marginal  impact  on  the  problem  of  33  million 
Americans  without  health  insurance. 

I  am  not  convinced  that  piecemeal  approaches  based  in 
the  private  sector  will  achieve  our  common  goal  of  universal 
coverage. 

There  are  simply  too  many  problems  with  people  who 
change  jobs  frequently  and  with  equitable  sharing  of  the 
cos^fof  dependent  coverage  when  more  than  one  employer  is 
involved. 

Most  problematic,  too  many  states  are  complaining  about 
financing  the  current  level  of  Medicaid  benefits,  much  less 
any  expansions  in  the  program. 

I  am  particularly  concerned  about  reliance  on  private 
sector  approaches  to  the  problem  of  containing  costs  while 
expanding  access. 

I  am  convinced  that  meaningful  cost  containment  is 
beyond  the  capability  of  the  private  sector  to  achieve.  In 
my  view  the  public  sector  is  far  better  able  to  achieve 
these  goals. 

The  evidence  for  this  is  the  Medicare  program.  While 
private  sector  costs  are  rising  more  than  ten  percent  per 
year  in  real  dollars,  Medicare's  costs  have  been  increasing 
three  percent  per  year  in  real  terms. 

Before  our  insurance  witnesses  report  that  Medicare's 
success  is  solely  the  result  of  cost  shifting,   let  me 
suggest  that  the  higher  increases  are  completely  due  to  the 
private  sector's  failure  to  achieve  any  meaningful  cost 
containment. 

The  experience  with  all-payer  rate  regulation  programs 
at  the  state  level  clearly  show  that  costs  can  be  contained 
when  payments  by  all  payers  are  controlled,  or  when  there  is 
a  single  payer.     The  failure  to  do  so  does  not  take  away 
from  the  one  payer,  Medicare,  which  has  been  having  success. 

The    critical  need  to  assure  health  insurance 
protection  for  every  American  demands  our  best  priority 
efforts.     The  impasse  has  been  going  on  for  far  too  long.  I 
hope  today's  discussion  will  provide  new  insight  into 
resolving  this  dilemma. 

I  am  particularly  pleased  to  be  here  in  the  district  of 
my  colleague  Congresswoman  Barbara  Kennelly,  a  distinguished 
member  of  the  Committee  on  Ways  and  Means,   joined  by  another 
distinguished  member  of  the  Committee  and  the  Subcommittee 
on  Health,  Congresswoman  Nancy  Johnson.     I  want  to  thank 
them  both  for  their  assistance  in  arranging  this  hearing. 
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Chairman  Stark.  I  am  particularly  pleased  to  be  in  the  district 
of  my  colleague,  Congresswoman  Barbara  Kennelly,  a  distin- 
guished member  of  our  committee,  and  joined  by  another  distin- 
guished member  of  the  committee  and  the  Subcommittee  on 
Health,  Congresswoman  Nancy  Johnson.  It  is  through  their  efforts 
that  this  hearing  has  come  to  pass  this  morning,  and  I  would  like 
to  recognize  Nancy  Johnson  at  this  point  for  any  comments  she 
might  have.  [Applause.] 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman. 

In  deference  to  our  very  interesting  panels  that  we  have,  I  will 
not  make  opening  remarks. 

I  just  want  to  thank  you  for  your  willingness  to  work  with  us,  to 
bring  this  hearing  opportunity  to  Connecticut,  and  I  particularly 
want  to  thank  my  colleagues  from  the  Health  Subcommittee  who 
are  here  with  us  today.  I  appreciate  very  much  your  taking  a  day 
out  of  your  busy  district  schedules  to  be  with  us  in  Hartford  today. 

Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Chairman  Stark.  Barbara,  would  you  like  to  make  some  re- 
marks? 

Mrs.  Kennelly.  Thank  you,  Mr.  Stark.  I  really  want  to  thank 
Mr.  Stark  and  Mr.  Donnelly  and  the  other  members  who  have 
taken  the  time  to  come,  because  a  Monday  is  a  very  important  day 
in  your  own  districts.  So,  for  you  to  leave  your  districts  means  a 
great  deal  to  me. 

Nancy  did  not  have  to  come  far,  but  Sandy  and  Bill  and  Brian 
and  Pete  Stark  certainly  did. 

I  want  to  also  give  credit  where  it  is  due,  and  that  is  to  1199,  the 
Health  Care  Workers  Union,  who  came  to  see  me  not  once,  not 
twice,  but  three  times  and  said,  Barbara,  something  has  to  be  done 
about  access  to  health  care.  They  more  or  less  gave  me  a  message 
that  we  better  have  a  hearing  or  they  were  not  going  to  be  too 
pleased  about  it.  So,  I  thank  them  for  their  insistence  because 
every  time  I  asked  Pete  Stark  for  a  date,  I  said  I  have  to  have  it, 
1199  insists  that  I  have  this  hearing. 

I  apologize  to  those  who  are  standing,  and  I  notice  there  are 
some  younger  men  and  women  in  the  audience.  Maybe  some  of  you 
could  trade  your  seats  and  stand  and  maybe  help  some  of  those 
who  are  standing.  You  know  who  you  are  and  it  is  hard  to  stand, 
but  give  up  your  seat.  [Applause.] 

[The  prepared  statement  follows:] 
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THE  HONORABLE  BARBARA  B.  KENNELLY 
MONDAY,   FEBRUARY  25,  1991 
SUBCOMMITTEE  ON  HEALTH  HEARING 
HARTFORD,  CT 

First,  I  want  to  thank  Chairman  Stark 
and  the  others  on  the  subcommittee  for  coming 
to  Hartford  to  listen  to  our  story  as  both 
the  Health  Subcommittee  and  the  full  Ways  and 
Means  Committee  embark  on  a  series  of 
hearings  designed  to  look  at  possible 
solutions  to  the  problems  facing  our  health 
care  system.     So,  Welcome! 

There  is  a  growing  consensus  that  we 
have  reached  a  crisis  point  in  America  when 
it  comes  to  health  care.     We  have  33-37 
million  Americans  without  health  insurance, 
costs  are  out  of  control,  hospitals  are 
closing  their  doors  and  neither  employers  or 
employees  can  afford  health  insurance  while 
insurers  are  facing  unprecedented  claims. 

First,  for  those  of  you  who  are  not 
familiar  with  the  uninsured,  let  me  spend  a 
moment  here  talking  about  their  demographics. 
The  medically  uninsured  are  generally  not  the 
elderly;  they  after  all  are  covered  by 
Medicare.     And  they  are  not  poor;  they 
generally  qualify  for  Medicaid.     Rather,  a 
majority  of  those  who  lack  insurance  are 
workers  or  family  members  in  households  in 
which  at  least  one  person  is  employed. 
Seventy  percent  are  in  families  where  at 
least  one  person  worked  at  least  part-time. 
It  is  striking  to  note  that  almost  ninety 
percent  of  the  employed  uninsured  worked  for 
employers  who  did  not  offer  health  insurance. 
Frankly,  it  is  these  facts  that  I  find 
unconscionable  in  America  in  1991--that  even 
working  Americans  don't  all  have  health 
insurance . 

The  bottom  line  which  makes  this 
problem  so  hard  to  deal  with,  is  that  nearly 
two-thirds  of  the  uninsured  lived  in  poverty 
or  within  200  percent  of  the  poverty  level. 
This  is  not  at  all  surprising  given  that  the 
majority  of  uninsured  workers  are  low  wage 
earners  who  can  not  afford  private  insurance, 
but  it  is  something  that  must  be  addressed. 

Well,  now  we  know  the  uninsured  are 
generally  the  working  poor,  children  and  the 
uninsurables .     Add  to  the  access  problem  for 
these  groups  the  problems  of  the 
under- insured,  cost  control,  the  inability  of 
small  business  to  purchase  insurance  and 
adequate  provider  reimbursement,  and  it  is 
clear  why  there  has  been  a  cry  for  national 
health  insurance. 

 Personally  I  think  the  time  for  action 

in  this  area  is  long  over  due.     However,  I 
want  to  caution  everyone  here  in  the  room 
that  this  is  an  issue  without  a  consensus.  J 
suspect  that  will  be  clear  as  this  day 
progresses,  but  this  debate  is  a  necessary 
and  healthy  one  and  will  continue  for  some 
time. 


As  my  colleagues  on  the  Subcommittee 
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well  know,  Hartford  is  the  insurance  capital 
of  the  nation.     Some  55,000  people  are 
employed  in  the  industry  right  here  in  CT, 
and  a  large  marjority  of  them  in  Hartford. 
So  aside  from  trying  to  assure  that  every 
American  has  a  basic  right  to  at  least  a 
minimum  level  of  care,  we  care  on  a  more 
basic  level  because  the  decisions  we  make  in 
Washington  in  this  area  will  effect  jobs  in 
this  community. 

On  a  broader  level  let  me  say  that  the 
insurance  industry  has  a  great  deal  of 
knowledge  and  expertise  about  the  health  care 
system,  which  means  that  the  industry  has 
both  a  duty  and  an  obligation  to  be  part  of 
the  solution.     This  is  frankly  one  of  the 
reasons  I  asked  Mr.  Stark  to  bring  the 
Subcommittee  to  Hartford  to  hear  about  some 
of  the  innovative  things  the  industry  is 
doing  here  in  Connecticut  to  address  these 
very  real  problems . 

Frankly,  along  the  way  we  are  all  going 
to  have  to  answer  some  very  tough  questions . 
Some  of  the  toughest  issues  seem  simple  at 
first  glance.     Who  should  be  covered? 
Everyone  or  just  those  not  currently  covered 
or  adequately  covered  by  private  health 
insurance.  Medicare  or  Medicaid? 

Should  a  comprehensive  solution  include 
a  role  for  employers?    What  about  private 
insurers?    What  about  the  self-insured? 

What  kind  of  coverage  should  be 
mandated?    Catastrophic?  Comprehensive? 
Should  we  mandate  coverage  of  certain  types 
of  care?    While  a  catastrophic  care 
requirement  would  protect  families  in  the 
event  of  a  major  illness,  it  might  do  less  to 
assure  access  to  basic  health  care. 
Comprehensive  care  would  provide  such  access 
but  would  drive  up  costs.     Similarly,  while 
it  may  be  socially  desirable  to  require 
certain  types  of  care,  well  baby  care,  mental 
health  benefits  or  invitro  fertilization,  for 
example,  such  decisions  put  the  federal 
government  in  the  role  of  essentially 
apportioning  health  care  simply  by  the 
choices  we  make  in  terms  of  what  is  paid  for 
and  what  is  not. 

Should  we  limit  individual 
contributions,  copayments  and  deductibles? 
While  this  might  be  desirable  to  protect  the 
working  poor,  it  would  drastically  increase 
costs,  and  some  would  argue  utilization. 
Keep  in  mind  that  each  of  these  decisions  can 
drastically  alter  the  solution  as  well  as  its 
cost.     In  addition,  the  federal  budget 
deficit  would  appear  to  preclude  the 
commitment  of  substantial  new  federal 
resources  to  health  care  at  this  time. 

And  finally,  perhaps  most  contentious 
of  all  is  the  question  of  who  pays?  Let 
there  be  no  doubt  that  someone  must 
pay--there  is  no  free  lunch--or  free  health 
care  for  that  matter.  And,  I  would  venture 
to  guess  that  everyone  here  thinks  they  are 
paying  right  now. 

So  I  thank  you  all  for  coming  today.  I 
look  forward  to  your  testimony.     We  are 
looking  for  ideas;  experience  and  I  am 
hopeful  that  you  can  provide  some.     Thank  you 
Mr.  Chairman. 
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Chairman  Stark.  Barbara,  thank  you. 

Our  first  panel  this  morning  

Mrs.  Kennelly.  Pete,  not  to  leave,  just  to  stand. 

Chairman  Stark.  Barbara  said  not  to  leave,  just  to  stand,  and  we 
might  try  to  rotate  every  witness  panel,  and  have  some  people 
stand  and  let  the  people  who  are  standing  be  seated. 

In  an  effort  to  proceed  quickly  this  morning,  we  will  use  a  timer 
up  here.  I  am  going  to  ask  everybody  to  suspend  their  testimony 
when  they  hear  the  5-minute  bell. 

We  have  printed  copies  of  your  testimony,  and  without  objection, 
we  will  see  that  the  entire  printed  testimony  appears  in  the  record. 
I  know  the  members  of  the  committee  are  going  to  want  to  ques- 
tion the  witnesses,  which  I  think  will  give  the  witnesses  a  chance 
to  expand  on  their  testimony. 

So  in  the  interest  of  moving  along,  I  will  ask  that  we  limit  our 
remarks  to  5  minutes.  Our  first  panel  of  witnesses  consists  of  the 
Commissioner  of  Health  of  the  State  of  Connecticut,  Dr.  Frederick 
G.  Adams;  the  president  of  St.  Francis/ Mount  Sinai  Hospital,  Dr. 
David  D'Eramo;  the  president  of  New  Britain  General  Hospit  il, 
Mr.  Larry  Tanner;  the  executive  director  of  the  Charter  Oak  Ter- 
race-Rice Heights  Health  Center,  Ms.  Alfreda  Turner;  and  the 
president  of  Hartford  Hospital,  John  Meehan.  We  will  hear  first 
from  Dr.  Adams. 

Doctor,  please  start.  You  may  proceed  in  any  manner  you  are 
comfortable. 

STATEMENT  OF  FREDERICK  G.  ADAMS,  D.D.S.,  COMMISSIONER, 
CONNECTICUT  DEPARTMENT  OF  HEALTH  SERVICES 

Dr.  Adams.  Thank  you.  Honorable  Chairman  Stark  and  members 
of  the  Subcommittee  on  Health. 

I  will  certainly  speak  rapidly  so  I  can  get  as  much  

Chairman  Stark.  I  find  that  you  almost  have  to  swallow  these 
microphones  for  people  to  hear  you  in  the  back.  So  if  we  would  all 
watch  that,  it  would  help. 

Dr.  Adams.  Having  long  been  active  in  health  care  access  issues 
at  the  local,  State,  and  Federal  levels,  and  because  of  my  direct  in- 
volvement with  the  recently  enacted  Connecticut  insurance  initia- 
tives, I  am  pleased  to  be  able  to  testify  before  you  on  this  critical 
matter  facing  many  of  Connecticut's  citizens,  the  estimated  275,000 
uninsured. 

I  believe  that  ultimately,  the  Federal  Government  must  provide 
policy  leadership  and  take  responsibility  for  developing  a  national 
health  policy  which  will  assure  access  to  health  care  for  all  Ameri- 
cans. Please  notice  I  said  ''national  health  policy,"  not  ''national 
health  insurance."  We  do  need  a  policy  which  assures  universal 
access,  building  on  the  existing  strengths  of  our  system. 

However,  I  will  speak  today  primarily  from  the  State  perspec- 
tive, taking  as  a  foundation  Public  Act  90-134,  passed  by  Connecti- 
cut's General  Assembly  last  year. 

This  act  sets  in  motion  a  series  of  private-public  partnership  ac- 
tions to  increase  access  to  health  insurance.  Small  group  market 
reform.  Medicaid  improvements,  including  presumptive  eligibility 
determinations  for  pregnant  women,  improved  funding  for  commu- 
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nity  health  centers,  and  a  proposal  to  develop  a  nongroup  insur- 
ance product  for  pregnant  women  and  for  children  who  are  all  part 
of  this  legislation.  The  legislation  also  created  a  Health  Care 
Access  Commission  to  oversee  implementation  and  develop  further 
recommendations  for  the  longer  term,  and  it  set  a  broad  policy  di- 
rection that  Connecticut  will  ''work  to  create  the  means  to  assure 
access  to  a  single  standard  of  care  for  all  residents  on  an  equitable 
financing  basis  and  with  effective  costs  controls." 

We  must  make  progress  toward  universal  access,  meaning  that  a 
single  standard  of  care  be  available  and  accessible  to  all  Connecti- 
cut residents  regardless  of  economic  status,  race,  ethnicity,  creed, 
sexual  preference,  disability,  or  preexisting  condition.  Single  stand- 
ard of  care  means  that  the  State  and  Federal  Government  must 
identify,  endorse,  and  implement  quality  standards  for  all  citizens. 

Equity  of  financing,  also  stated  as  a  goal  in  the  legislation, 
means  that  all  payers  must  operate  under  the  same  rules  within 
the  constraints  and  advantages  of  our  pluralistic  market  system. 

In  order  to  achieve  cost  controls  and  get  more  out  of  our  dollar, 
we  believe  that  improvements  in  financing  and  insurance  coverage 
should  build  on  the  existing  health  care  infrastructure,  but  should 
also  move  us  toward  a  new  model  of  health  care  delivery. 

A  model  which  emphasizes  cost-effective  preventive  services  and 
primary  care,  rather  than  emphasizing  costly  secondary  and  terti- 
ary care. 

A  model  which  provides  a  single  point  of  entry  for  all  rather 
than  a  sometimes  overwhelming  multitude  of  fragmented  services. 

A  model  which  focuses  on  the  health  of  individuals  as  members 
of  families  and  communities,  and  on  the  outreach  and  community 
coalition  building  necessary  to  impact  health  outcomes  rather  than 
a  system  which  looks  at  the  individual  in  isolation. 

A  model  which  includes  an  emphasis  of  primary  care  providers, 
physicians,  nurses,  dentists,  nurse  midwives,  nurse  practitioners, 
physicians  assistants  and  other  such  primary  care  providers,  rather 
than  the  current  overemphasis  on  high-technology  and  subspecialty 
practitioners. 

A  model  which  incorporates  coordination  and  continuity  of  care 
rather  than  the  present,  often-episodic,  approach. 

A  model  which  is  organized  to  provide  appropriate  care  in  the 
most  effective  setting  and  manner  for  those  with  special  needs, 
such  as  persons  with  hypertension,  diabetes,  and  other  chronic  care 
needs.  Persons  with  physical  and  mental  disabilities,  persons  with 
occupationally  related  injuries,  persons  with  care  needs  resulting 
from  AIDS/HIV  infection. 

And  a  model  which  has  a  frame  of  reference,  the  capacity-build- 
ing of  the  individual,  family  and  community,  as  partners  in  the  di- 
agnostic, therapeutic  and  health  maintenance  process,  rather  than 
all  too  often  emphasis  on  the  provider  as  sole  decisionmaker. 

In  Connecticut,  we  have  embarked  on  a  path  which  sets  clear 
priorities.  Improve  Medicaid,  develop  affordable  insurance  policy 
for  small  businesses,  and  develop  special  public-private  cooperative 
approaches. 

In  closing,  I  would  like  to  encourage  the  Ways  and  Means  Com- 
mittee to  continue  to  help  Connecticut  develop  a  delivery  system 
that  will  in  fact  provide  a  new  model  of  care  which  emphasizes  pri- 
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mary  and  prevention  services,  recognizing  that  prevention  is  not 
only  primary  prevention,  avoidance  of  disease,  but  also  secondary 
prevention;  early  diagnosis  and  prophylactic  treatment  when 
needed,  and  tertiary  prevention,  including  rehabilitation. 

We  also  encourage  you  to  continue  to  develop  financing  arrange- 
ments that  will  do  more  for  pregnant  women  and  children  and  will 
help  strengthen  the  primary  care  network  of  community  health 
centers  and  other  community-based  providers  of  care  that  we  so 
desperately  need. 

Thank  you  very  much  for  allowing  me  this  5  minutes  of  quick 
dialog. 

[The  prepared  statement  follows:] 
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Testimony  of  Frederick  G.  Adams,  D.D.S..  M.P.H 

Commissioner 
Connecticut  Department  of  Health  Services 
Before  the  House  Ways  and  Means  Subcommittee 
Hearing  on  Access  to  Health  Insurance 
Hartford.  Connecticut 
February  25,  i99i 


Honorable  Chairman  Stark,  Members  of  the  Subcommittee  on  Health: 

Having  long  been  active  in  health  care  access  issues  at  the  local, 
state,  and  federal  levels,  and  because  of  my  direct  involvement  with 
the  recently  enacted  connecticut  insurance  initiatives.  i  am  pleased 
to  be  able  to  testify  before  you  on  this  critical  matter  facing  many 
OF  Connecticut's  citizens  -  the  estimated  275.000  uninsured. 

I  BELIEVE  THAT  ULTIMATELY.   THE  FEDERAL  GOVERNMENT  MUST  PROVIDE  POLICY 
LEADERSHIP  AND  TAKE  RESPONSIBILITY  FOR  DEVELOPING  A  NATIONAL  HEALTH 
POLICY  WHICH  WILL  ASSURE  ACCESS  TO  HEALTH  CARE  FOR  ALL  AMERICANS. 

Please  notice  that  I  said  "national  health  policy."  not  "national 

HEALTH  INSURANCE."     WE  DO  NEED  A  POLICY  WHICH  ASSURES  UNIVERSAL 
ACCESS.   dUILDING  ON  THE  EXISTING  STRENGTHS  OF  OUR  SYSTEM. 

However,  I  will  speak  today  primarily  from  a  state  perspective,  taking 
as  a  foundation  public  act  90-l 3m  passed  by  connecticut's  general 
assembly  last  year. 

This  Act  set  in  motion  a  series  of  private/public  partnership  actions 
TO  increase  access  to  health  insurance.    Small  group  market  reform. 
Medicaid  improvements,  including  presumptive  eligibility  determination 

FOR  pregnant  women,   IMPROVED  FUNDING  FOR  COMMUNITY  HEALTH  CENTERS.  AND 
A  PROPOSAL  TO  DEVELOP  A  NON-GROUP  INSURANCE  PRODUCT  FOR  PREGNANT  WOMEN 
AND  FOR  CHILDREN  WERE  ALL  PART  OF  THIS  LEGISLATION.     THE  LEGISLATION 
ALSO  CREATED  A  HEALTH  CARE  ACCESS  COMMISSION  TO  OVERSEE  IMPLEMENTATION 
AND  DEVELOP  FURTHER  RECOMMENDATIONS  FOR  THE  LONGER  TERM,   AND  IT  SET  A 
BROAD  POLICY  DIRECTION  -  THAT  CONNECTICUT  WILL  "WORK  TO  CREATE  THE 
MEANS  TO  ASSURE  ACCESS  TO  A  SINGLE  STANDARD  OF  CARE  FOR  ALL 
RESIDENTS  ON  AN  EQUITABLE  FINANCING  BASIS  AND  WITH  EFFECTIVE  COST 

CONTROLS."   This  policy  is  in  response  to  a  basic  concern:    we  need  to 

GET  MORE  FOR  OUR  HEALTH  CARE  DOLLAR,   AND  WE  NEED  TO  MAKE  A  GREATER 
IMPACT  ON  HEALTH  STATUS.     WE  ARE  NOW  SPENDING  SOMEWHERE  AROUND  EIGHT 
billion  dollars  or  MORE  FOR  HEALTH  CARE  IN  CONNECTICUT,   YET  AS  WAS 

made  clear  in  the  hearings  held  around  the  state  by  our  blue  ribbon 
Commission  on  Health  Insurance,  individuals  often  are  faced  with 
overwhelming  barriers  to  obtaining  even  basic  levels  of  health  care. 

We  still  DON'T  HAVE  SUFFICIENT  ACCESS  TO  PRENATAL  CARE,  WE  STILL  DON'T 
HAVE  A  HANDLE  ON  HEALTH  OUTCOMES,   OR  COSTS. 

We  MUST  MAKE  PROGRESS  TOWARDS  UNIVERSAL  ACCESS  -  MEANING  THAT  A  SINGLE 

standard  of  care  be  available  and  accessible  to  all  connecticut 
residents,  regardless  of  economic  status.  race.  ethnicity.  creed, 
sexual  preference.  disability.  or  pre-existing  condition.  single 
standard  of  care  means  that  the  state  and  federal  government  must 
identify,  endorse  and  implement  quality  standards  for  all  citizens. 
Equity  of  financing,  also  stated  as  a  goal  in  the  legislation,  means 
that  all  payors  must  operate  under  the  same  rules,  within  the 

constraints  and  ADVANTAGES  OF  OUR  PLURALISTIC,   MARKET  SYSTEM. 

In  ORDER  TO  ACHIEVE  COST  CONTROLS  AND  GET  MORE  FOR  OUR  DOLLAR,  WE 
BELIEVE  THAT  IMPROVEMENTS  IN  FINANCING  AND  INSURANCE  COVERAGE  SHOULD 
BUILD  ON  THE  EXISTING  HEALTH  CARE  INFRASTRUCTURE,   BUT  SHOULD  ALSO  MOVE 
US  TOWARD  A  NEW  MODEL  OF   HEALTH  CARE  DELIVERY: 

A  MODEL  WHICH  EMPHASIZES  COST  EFFECTIVE  PREVENTIVE  SERVICES  AND 
PRIMARY  CARE,   RATHER  THAN  EMPHASIZING  COSTLY  SECONDARY  AND 
TERTIARY  CARE; 

A  MODEL  WHICH  PROVIDES  A  SINGLE  POINT  OF  ENTRY  FOR  ALL,  RATHER 
THAN  A  SOMETIMES  OVERWHELMING  MULTITUDE  OF  FRAGMENTED  SERVICES; 
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A  MODEL  WHICH  FOCUSES  ON  THE   HEALTH  OF   INDIVIDUALS  AS  MEMBERS  OF 
FAMILIES  AND  COMMUNITIES.   AND  ON  THE  OUTREACH  AND  COMMUNITY 
COALITION  BUILDING'  NECESSARY  TO  IMPACT  HEALTH  OUTCOMES,  RATHER 
THAN  A  SYSTEM  WHICH  LOOKS  AT  THE  INDIVIDUAL  IN  ISOLATION; 

A  MODEL  WHICH  INCLUDES  AN  EMPHASIS  ON  PRIMARY  CARE  PROVIDERS  - 
PHYSICIANS.   DENTISTS.   NURSE  MIDWIVES,   NURSE  PRACTITIONERS. 
PHYSICIAN  ASSISTANTS  AND  OTHER  SUCH  PRIMARY  CARE  PROVIDERS.  RATHER 
THAN  THE  CURRENT  OVEREMPHASIS  ON  HIGH  TECHNOLOGY  AND  SUBSPECIALTY 
PRACTITIONERS ; 

A  MODEL  WHICH  INCORPORATES  COORDINATION  AND  CONTINUITY  OF  CARE 
RATHER  THAN  THE  PRESENT  OFTEN  EPISODIC  APPROACH; 

A  MODEL  WHICH  IS  ORGANIZED  TO  PROVIDE  APPROPRIATE  CARE  IN  THE  MOST 
COST  EFFECTIVE  SETTING  AND  MANNER  FOR  THOSE  WITH  SPECIAL  NEEDS 
SUCH  AS  PERSONS  WITH  HYPERTENSION.  DIABETES  AND  OTHER  CHRONIC  CARE 
NEEDS.  PERSONS  WITH  PHYSICAL  AND  MENTAL  DISABILITIES.  PERSONS  WITH 
OCCUPATIONALLY  RELATED  INJURIES,  PERSONS  WITH  CARE  NEEDS  RESULTING 
FROM  AIDS/HIV  INFECTION;  AND 

A  MODEL  WHICH  HAS  AS  A  FRAME  OF   REFERENCE  THE  CAPACITY  BUILDING  OF 
THE  INDIVIDUAL.   FAMILY  AND  COMMUNITY  AS  PARTNERS  IN  THE 
DIAGNOSTIC.   THERAPEUTIC  AND  HEALTH  MAINTENANCE  PROCESS.  RATHER 
THAN  AN  ALL  TOO  OFTEN  EMPHASIS  ON  THE  PROVIDER  AS  SOLE  DECISION 
MAKER. 

In  Connecticut,  we  have  embarked  on  a  path  which  sets  clear 
priorities:    improve  medicaid,  develop  affordable  insurance  policies 
for  small  businesses,  and  develop  special  pu bl i c -p ri v ate  cooperative 
approaches  for  our  highest  priority  population  -  pregnant  women  and 

CHILDREN.     We  are  WORKING  TO  DEVELOP  AN  APPROACH  FOR  THIS  POPULATION 
(NOT  ELIGIBLE  FOR  MEDICAID   BUT  NOT  ABLE  TO  AFFORD  PRIVATE  INSURANCE), 
THAT  WILL   BUILD  ON  THE   EXISTING  INSURANCE  STRUCTURE,   BUT  WILL  INCLUDE 
CONSIDERABLE  STATE   SUBSIDY.     WE  DO  NOT  YET  KNOW  HOW  THIS  WILL  WORK  OUT 
IN  DETAIL,   BUT  THE  CONNECTICUT  HEALTH  CARE  ACCESS  COMMISSION,   WITH  THE 
ASSISTANCE  OF  THE  DEPARTMENT  OF  HEALTH  SERVICES  IS  WORKING  HARD  TO 
DEVELOP  THE  ADMINISTRATIVE,   ACTUARIAL   AND  FINANCING  SPECIFICS  TO 
PRESENT  TO  THE  LEGISLATURE. 

In  ADDITION,   BOTH  NATIONAL  AND  STATE   SUPPORT  MUST  BE   INCREASED  TO 

foster  the  development  of  community  based  primary  care  networks, 
especially  building  on  the  existing  capacity  of  community  health 
centers,  local  health  departments,  and  other  primary  care  providers. 
Programs  such  as  the  Hartford  Action  Plan  on  Infant  Health,  assisted 

BY  THE   superb  INVOLVEMENT  OF  REPRESENTATIVE  BARBARA  B.   KENNELLY  OF  THE 

Ways  and  Means  Committee,  must  also  be  part  of  the  solution.  These 
delivery  system  "infrastructure"  elements  are  critically  important.  as 
financing  alone  does  not  assure  access  \  00% . 

In  CLOSING.   I  WOULD   LIKE  TO  ENCOURAGE  THE  WAYS  AND  MEANS  SUBCOMMITTEE 
TO  CONTINUE  TO  HELP  CONNECTICUT  DEVELOP  A  DELIVERY  SYSTEM  THAT  WILL  IN 
FACT  PROVIDE  A  NEW  MODEL  OF  CARE  WHICH  EMPHASIZES  PRIMARY  AND 
PREVENTIVE   SERVICES  -  RECOGNIZING  THAT  PREVENTION  IS  NOT  ONLY  PRIMARY 
PREVENTION   (AVOIDANCE  OF  DISEASE).    BUT  ALSO  SECONDARY  PREVENTION 
(EARLY  DIAGNOSIS  AND  PROPHYLACTIC  TREATMENT  WHEN  NEEDED).   AND  TERTIARY 
PREVENTION,   INCLUDING  REHABILITATION.     WE  ALSO  ENCOURAGE  YOU  TO 
CONTINUE  TO  DEVELOP  FINANCING  ARRANGEMENTS  THAT  WILL  DO  MORE  FOR 
PREGNANT  WOMEN  AND  CHILDREN,   AND  WILL   HELP  STRENGTHEN  THE  PRIMARY  CARE 
NETWORK  OF  COMMUNITY   HEALTH  CENTERS  AND  OTHER  COMMUNITY  BASED 
PROVIDERS  OF  CARE  THAT  WE   SO  DESPARATELY  NEED.       THANK  YOU  VERY  MUCH 
FOR  ALLOWING  ME  TO  TESTIFY.     I  WILL   BE  GLAD  TO  RESPOND  TO  ANY 
QUESTIONS. 


16 


Chairman  Stark.  You  are  not  done  yet,  doctor.  We  will  be  back 
to  you  in  just  a  moment. 
Dr.  D'Eramo. 

STATEMENT  OF  DAVII^  D'ERAMO,  PH.D.,  PRESIDENT  AND  CHIEF 
EXECUTIVE  OFFICER,  ST.  FRANCIS  HOSPITAL  AND  MEDICAL 
CENTER  AND  MOUNT  SINAI  HOSPITAL,  HARTFORD,  CONN. 

Mr.  D'Eramo.  Mr.  Chairman  and  members  of  the  committee,  I, 
too,  am  pleased  to  have  this  opportunity  to  be  with  you  today  to 
speak  about  access  to  health  care.  Ours  is  a  health  care  system 
that  offers  the  best  care  in  the  world  to  those  who  can  afford  it. 
Yet,  we  recognize  that  the  system  is  seriously  flawed  and  denies 
access  to  great  numbers  of  Americans. 

Because  ours  is  such  a  diverse  country  and  we  lack  a  national 
model,  the  health  care  situation  differs  by  State.  We  can  obtain  an 
idea  of  the  spectrum  of  approaches  by  comparing  California  and 
Connecticut.  The  approach  in  California  might  be  characterized  as 
a  legislatively  mandated  open  market  for  health  care,  which  re- 
quires competition. 

Coimecticut,  at  the  opposite  end  of  the  spectrum,  if  you  will,  is 
close  to  having  a  legislatively  mandated  closed  market. 

Overall,  the  Connecticut  approach  has  worked  well.  Our  conserv- 
ative regulatory  approach  has  restrained  costs.  The  State's  statis- 
tics compare  well  with  U.S.  averages.  On  the  negative  side,  it  must 
be  admitted  that  the  conservative  approach  has  left  the  State  with 
aging  facilities  and  equipment. 

Hospitals  in  Connecticut  also  have  a  problem  of  inadequate  reim- 
bursement for  Medicare  and  Medicaid  patients.  One  of  the  institu- 
tions I  am  representing  today.  Mount  Sinai  Hospital,  is  in  danger 
of  closing  in  significant  part  due  to  this  problem. 

Medicare  and  Medicaid  were  created  to  produce  access  to  health 
care.  The  premise  was  that  reasonable  costs  would  be  paid  for  serv- 
ices. However,  benefits  were  added  and  programs  and  beneficiaries 
expanded  while  the  principle  of  reasonable  cost  reimbursement  has 
eroded  greatly  over  the  past  decade.  Access  to  health  care  for  Med- 
icaid and  Medicare  recipients  now  is  purchased  at  the  expense  of 
private  payers  who  make  up  for  the  underpayment.  At  Mount 
Sinai,  the  proportion  of  Medicaid  and  Medicare  patients  as  com- 
pared to  the  rest  of  the  commercial  payers  became  too  skewed  for 
the  hospital  size.  The  cost  shift  to  commercial  payers  to  make  up 
for  the  governmental  deficit  caused  prices  to  increase. 

As  a  consequence,  private  pay  price  increases  produced  by  gov- 
ernmental underpayment  have  become  prohibitive.  This  is  an 
access  issue  because  that  hospital  serves  a  large  part  of  the  Greater 
Hartford  community.  If  it  is  forced  to  close,  access  becomes  much 
more  difficult  for  a  community  that  often  uses  Mount  Sinai  in 
place  of  a  family  physician. 

In  time,  I  would  submit,  underfunding  of  governmental  programs 
affects  all  consumers  by  threatening  access  to  quality  care. 

The  access  problem  in  Connecticut  is  somewhat  unique.  The 
State  established  a  Blue  Ribbon  Commission  to  develop  a  proposal 
for  a  comprehensive  and  universal  State  health  insurance  program 
as  well  as  to  address  uncompensated  care  in  the  State's  hospitals. 
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Connecticut,  with  affluent  suburbs  and  impoverished  populations 
in  inner  cities,  has  a  challenge  in  serving  both  of  these  populations 
equitably.  The  legislature  has  attempted  to  create  a  new  model  for 
health  insurance  that  will  expand  Medicaid  benefits  to  the  very 
poor  and  create  health  insurance  benefits  for  the  near  poor.  Also, 
the  Connecticut  solution  amended  insurance  laws  so  that  commer- 
cial insurers  could  create  different  policies  for  some  segments  of  so- 
ciety, particularly  small  businesses.  We  view  this  law  as  a  promis- 
ing beginning,  and  we  look  forward  to  working  with  our  govern- 
mental representatives  in  fine-tuning  and  implementing  it. 

The  root  of  the  problem  of  providing  access  to  health  care  insur- 
ance in  Connecticut  and  in  the  Nation  as  a  whole  is  our  changed 
approach  to  the  risk  pool.  The  Nation's  health  insurance  system 
originally  was  based  on  pooled  risk.  That  is  the  way  insurance  usu- 
ally works.  A  large  group  of  insureds,  all  of  whom  are  at  some  risk, 
operate  so  that  those  not  experiencing  risk  support  the  others,  but 
in  the  area  of  health  insurance,  members  of  the  risk  pool  began  to 
be  segregated  and  the  principle  was  destroyed. 

When  the  commercial  insurance  companies  joined  Blue  Cross 
and  the  health  insurance  market  in  the  fifties,  normal  business 
prudence  dictated  that  they  assume  the  better  risk  or  those  less 
costly  to  insure.  As  this  seemingly  rational  process  evolved,  the 
market  and  the  risk  pools  were  segmented. 

Now,  we  have  essentially  six  different  risk  pools.  We  have  Medi- 
care, Medicaid,  indemnity  insurers,  managed  care,  the  self-insured, 
and  the  uninsured.  This  sets  up  a  natural  dynamic  in  which  the 
payers  for  each  group  attempt  to  minimize  their  own  costs,  often  at 
the  expense  of  the  other  groups. 

Government  programs  designed  to  provide  insurance  for  the  poor 
and  aged  segments  of  the  population  have  passed  much  of  the  costs 
of  providing  this  health  care  to  more  affluent  consumers,  business- 
es, and  the  Nation's  hospitals.  These  groups  understandably  are  no 
longer  willing  to  or  cannot  afford  to  pay  for  the  costs  of  Govern- 
ment programs. 

We  have  a  lack  of  national  unity.  The  real  issue  is  how  do  you 
bring  the  country  back  together.  We  need  a  constructive  method 
that  relies  to  some  extent  on  market  forces  and  to  some  extent  on 
regulatory  forces. 

Finally,  we  need  to  determine  if  you  can  impose  a  national 
system  over  a  country  that  is  as  broad  and  diverse  as  the  United 
States. 

Any  solutions  to  the  health  care  crisis  are  going  to  need  to  look 
at  multiple  factors:  One,  what  constitutes  basic  services,  two,  what 
is  the  funding  mechanism  for  these  service,  and  three,  what  are 
public  and  private  responsibilities. 

The  United  States  principally  allows  market  forces  to  work. 
However,  reliance  on  market  forces  in  vital  industries  can  create 
major  problems,  and  we  have  seen  that  with  deregulation.  Deregu- 
lation of  health  care  seems  quite  risky  in  light  of  such  experience. 
This  needs  to  be  considered  in  fashioning  a  health  care  system  that 
provides  basic  health  care  for  all  Americans. 

I  thank  you. 

[The  prepared  statement  follows:] 
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Testimony  of  David  D'Eramo,  Ph.D. 

President  and  Chief  Executive  Officer 
Saint  Francis  Hospital  and  Medical  Center,  Hartford,  Connecticut 

and  Mount  Sinai  Hospital,  Hartford,  Connecticut. 
Given        >re  the  Subcommittee  on  Health  of  the  House  Ways  and 
Means  Committee  on  February  25,   1991,  Hartford,  Connecticut. 


Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  have  this  opportunity  to  be  with  you  today 
to  speak  about  access  to  health  care. 

Ours  is  a  health  care  system  that  offers  the  best  care  in 
the  world  to  those  who  can  afford  it.     Yet  we  recognize  that  the 
system  is  seriously  flawed  and  denies  access  to  great  numbers  of 
Americans. 

Because  ours  is  such  a  diverse  country  and  we  lack  a 
national  model,  the  health  care  situation  differs  by  state.  We 
can  obtain  an  idea  of  the  spectrum  of  approaches  by  comparing 
California  and  Connecticut.     The  approach  in  California  might  be 
characterized  as  a  legislatively-mandated  open  market  for  health 
care,  wY ich  requires  competition.     Connecticut,  at  the  opposite 
end  of  ■   a  spectrum,  is  close  to  having  a  legislatively-mandated 
closed  >  :ket. 

Ov     ill,  the  Connecticut  approach  has  worked  well.  Our 
conserv.    ive  regulatory  approach  has  restrained  costs.  The 
State's  >=?tatistics  compare  well  with  U.S.  averages.     Just  to  give 
you  some  idea  of  this  comparison,  let  me  cite  some  averages  per 
thousand  of  population:  beds  -  Connecticut  3.04,  national  average 
3.84;  admissions  -  Connecticut  111,  compared  with  a  national 
average  of  128;  inpatient  days  -  Connecticut  851,  national 
average  926;  surgical  operations  -  Connecticut  84,  national 
average  88;  outpatient  visits  -  Connecticut  1272,  compared  with 
1174,  and  finally,  hospital  expense  per  capita  as  a  percent  of 
per  C'.pita  personal  income  -  Connecticut  5.2  percent,  compared 
with  6 . 4  percent . 

On  ^he  negative  side,  it  must  be  admitted  that  the 
conserva  ive  approach  has  left  the  state  with  aging  facilities 
and  equipment. 

Hospitals  in  Connecticut  also  have  a  problem  of  inadequate 
reimbursement  for  Medicaid  patients.     One  of  the  institutions  I 
am  representing  today.  Mount  Sinai  Hospital,  was  in  danger  of 
closing  in  significant  part  due  to  this  problem. 

Medicare  and  Medicaid  were  created  to  produce  access  to 
health  care.     The  premise  was  that  reasonable  costs  would  be  paid 
for  services.     However,  benefits  were  added  and  programs  and 
beneficiaries  expanded,  while  the  principle  of  reasonable  cost 
reimbursement  has  eroded  greatly  over  the  past  decade. 
Access  to  health  care  for  Medicaid  and  Medicare  recipients  now  is 
purchased  at  the  expense  of  private  payers,  who  make  up  for  the 
underpayment . 

At  Mount  Sinai,  the  proportion  of  Medicaid  and  Medicare 
patients  as  compared  to  the  rest  of  the  commercial  payers  became 
too  skewed  for  the  Hospital's  size.     The  cost  shift  to  commercial 
payers  to  make  up  for  the  governmental  deficit  caused  prices  to 
increase.     As  a  consequence,  private  pay  price  increases  produced 
by  governmental  underpayment  have  become  prohibitive. 

This  is  an  access  issue  because  that  hospital  serves  a  large 
part  of  the  Greater  Hartford  community.     If  it  is  forced  to 
close,  access  becomes  much  more  difficult  for  a  community  that 
often  uses  Mount  Sinai  in  place  of  a  family  physician.     In  time, 
underfunding  of  governmental  programs  affects  all  consumers  by 
threatening  access  to  quality  care. 

The  access  problem  in  Connecticut  is  somewhat  unique.  The 
state  established  a  Blue  Ribbon  Commission  to  develop  a  proposal 
for  a  comprehensive  and  universal  state  health  insurance  program, 
as  well  as  address  uncompensated  care  in  the  state's  hospitals. 
The  Commission  came  up  with  some  interesting  information.  They 
found  272,000  people,  or  one  out  of  every  ten  persons  under  65, 
in  Connecticut  lacking  in  health  insurance.     Approximately  27 
percent  of  this  group  had  incomes  below  the  poverty  level  for  a 
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family  of  four,  but  a  large  number  (44  percent)  had  incomes  in 
excess  of  $36,000  a  year.     The  Commission  also  found  that  the 
proportion  of  the  Connecticut  population  without  insurance  is 
among  the  lowest  of  any  state.     Two-thirds  of  the  adults  without 
health  insurance  are  employed,  and  over  one-third  is  employed 
full  time.     These  statistics  may  be  dated,  based  on  the  slowing 
economy  in  the  state,  but  they  do  indicate  that  the  Connecticut 
legislation  is  designed  to  directly  address  the  needs  of  the 
residents  of  this  state.     Connecticut,  with  affluent  suburbs  and 
impoverished  populations  in  inner  cities,  has  a  challenge  in 
serving  both  of  these  populations  equitably. 

The  legislature  has  attempted  to  create  a  new  model  for 
health  insurance  that  will  expand  Medicaid  benefits  to  the  very 
poor  and  creates  health  insurance  benefits  for  the  near  poor. 
Also,  the  Connecticut  solution  amended  insurance  laws  so  that 
commercial  insurers  could  create  different  policies  for  some 
segments  of  society,  particularly  small  businesses.     It  permits 
policies  to  be  narrower  so  that  some  benefits  are  eliminated,  and 
thus  the  policy  costs  less.     It  also  requires  hospitals  to  take 
care  of  policyholders  at  75  percent  of  the  Medicare  rate.  In 
effect,  therefore,   it  is  a  discount  to  a  discount,  and  hospitals 
end  up  providing  care  that  once  again  is  not  reimbursed  at  the 
level  of  its  cost. 

Nonetheless,  we  view  this  law  as  a  solid  beginning,  and  we 
look  forward  to  working  with  our  governmental  representatives  in 
fine  tuning  and  implementing  it. 

The  root  of  the  problem  of  providing  access  to  health  care 
insurance  in  Connecticut  -  and  in  the  nation  as  a  whole  -  is  our 
changed  approach  to  the  risk  pool .     The  nation ' s  health  insurance 
system  originally  was  based  on  pooled  risk.     That's  the  way 
insurance  usually  works.     A  large  group  of  insured,  all  of  whom 
are  at  some  risk,  operates  so  that  those  not  experiencing  risk 
support  the  others. 

But  in  the  area  of  health  insurance,  members  of  the  risk 
pool  began  to  be  segregated,  and  the  principle  was  destroyed. 
When  the  commercial  insurance  companies  joined  Blue  Cross  in  the 
health  insurance  market  in  the  1950s,  normal  business  prudence 
dictated  that  they  assume  the  better  risks,  or  those  less  costly 
to  insure.     As  this  seemingly  rational  process  evolved,  the 
market  and  the  risk  pools  were  segmented. 

Now,  we  have  essentially  six  different  risk  pools:  Medicare 
(100  percent  federal) ,  Medicaid  (federal/state) ,  indemnity 
insurers,  managed  care,  the  self-insured,  and  the  uninsured. 
This  sets  up  a  natural  dynamic  in  which  the  payers  for  each  group 
attempt  to  minimize  their  own  costs,  often  at  the  expense  of  the 
other  groups.     Government  programs  designed  to  provide  insurance 
for  the  poor  and  aged  segments  of  the  population  have  passed  much 
of  the  cost  of  providing  this  health  care  to  more  affluent 
consumers,  businesses,  and  the  nation's  hospitals.     These  groups 
understandably  are  no  longer  willing  to  or  cannot  afford  to  pay 
for  the  costs  of  the  government  programs. 

We  have  a  lack  of  national  unity.     The  real  issue  is  how  do 
you  bring  the  country  back  together?    We  need  a  constructive 
method  that  relies  to  some  extent  on  market  forces  and  to  some 
extent  on  regulatory  forces.     Finally,  we  need  to  determine  if 
you  can  impose  a  national  system  over  a  country  that  is  as  broad 
and  diverse  as  the  United  States. 

Any  solutions  to  the  health  care  crisis  are  going  to  need  to 
look  at  multiple  factors: 

1.  What  constitutes  basic  services 

2.  What  is  the  funding  mechanism  for  these  services 

3.  What  are  the  public  and  private  responsibilities 

The  U.S.  principally  allows  market  forces  to  work.  However, 
reliance  on  market  forces  in  vital  industries  can  create  major 
problems.     Deregulation  of  banking  and  air  transportation,  of 
telephone  service  and  other  utility-like  industries  has  not  been 
a  panacea.     Deregulation  of  health  care  seems  quite  risky  in 
light  of  such  experience.     This  needs  to  be  considered  in 
fashioning  a  health  care  system  that  provides  basic  health  care 
for  all  Americans. 
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Americans  may  not  be  as  amenable  to  socialized  medicine  as 
Canadians.     Canadian  society  is  European  in  its  reliance  on 
central  authoritative  ministries  for  health,  education,  and 
social  issues.     It  is  dubious  whether  this  approach  is  readily 
exporta:       to  the  U.S. 

We  c-^so  need  to  remember  that  while  primary  care  is  freely 
available  to  all  Canadians,  patients  needing  cardiac  and  other 
hospital  services  are  frequently  sent  to  the  U.S.  for  diagnosis 
and  treatment  because  of  Canada's  long  hospital  queue.     Again,  we 
find  a  system  that  does  not  offer  a  panacea. 

Thank  you. 
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Chairman  Stark.  Thank  you,  doctor. 
Mr.  Tanner. 

STATEMENT  OF  LAURENCE  A.  TANNER,  PRESIDENT,  NEW 
BRITAIN  GENERAL  HOSPITAL,  NEW  BRITAIN,  CONN. 

Mr.  Tanner.  Thank  you  very  much,  Mr.  Chairman. 
Chairman  Stark.  I  guess  you  have  to  use  this  one  microphone.  It 
is  the  only  one  that  is  hooked  up  to  the  PA  system. 
Mr.  Tanner.  Thank  you  very  much. 

I  appreciate  the  opportunity  to  speak  before  the  subcommittee 
today. 

We  all  share  a  concern  on  the  alarming  rate  of  increase  in  the 
cost  of  health  care.  As  an  employer  of  approximately  2,500  people, 
I  am  aghast  to  see  my  premiums  increase  on  the  average  of  20  to 
40  percent  per  year. 

I  believe  that  the  early  attempts  at  controlling  the  costs  of 
health  care  failed,  and  I  think  partly  it  is  a  function  of  the  change 
in  the  delivery  patterns  of  care,  and  it  is  a  change  in  the  expecta- 
tions of  the  population. 

Managed  care,  HMOs,  PPOs,  and  the  new  delivery  systems,  I  be- 
lieve, will  work,  but  they  will  need  time  and  they  will  need  the 
support  on  the  National  and  State  levels. 

However,  many  of  these  changes  are  being  thwarted  by  a  series 
of  events.  Foremost,  at  least  in  our  State,  is  Government  underpay- 
ment. The  second  is  the  

Chairman  Stark.  Government  underpayment? 

Mr.  Tanner.  Underpayments. 

Chairman  Stark.  That  is  what  I  thought  you  said. 

Mr.  Tanner.  Yes.  The  second  is  the  significant  cost  shift  to  both 
the  individual  and  to  the  employer.  The  third  is  an  impact  of  new 
technology.  In  our  community,  we  introduced  a  magnetic  resonance 
imaging  scanner  last  year.  The  revenues  generated  by  that  equip- 
ment approximated  $2.5  million,  yet  these  are  $2.5  million  of  new 
dollars  going  into  the  health  care  field. 

New  drugs  are  also  a  problem.  We  saw  the  introduction  of  a 
much  safer  contrast  media  for  x  rays  that  increased  costs  for  our 
hospital  from  approximately  $50,000  to  nearly  $1  million  in  1  year. 
Epogen,  a  wonderful  drug,  a  safe  drug,  for  patients  on  dialysis, 
added  $600,000  of  expense  to  New  Britain  General  last  year,  and, 
last  of  all,  is  a  much  greater  concern,  which  is  the  profit  motive  in 
medicine. 

I  do  not  believe  personally  that  the  free  market  works  in  medi- 
cine, and,  yet,  we  are  seeing  ever  increasing  numbers  of  providers 
entering  into  the  field  for  profit.  Individuals  who  share  today  not 
only  in  doing  the  procedure  but  in  owning  the  equipment  and 
owning  the  corporation  and  leasing  the  land  or  the  building. 

Access  in  Connecticut  has  been  a  bit  unusual.  We  have  an  ade- 
quate number  of  physicians,  albeit  maybe  not  enough  primary  care 
physicians,  but  we  certainly  do  not  have  the  issues  of  2  to  3  hours 
of  travel  between  an  individual  to  find  a  doctor. 

Our  willingness,  though,  on  the  part  of  all  of  our  providers,  our 
physicians,  to  take  all  patients  who  seek  care  in  their  offices, 
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though,  is  in  fact  becoming  a  problem.  Our  faciUties,  on  the  other 
hand,  are  rather  unique. 

We  have  no  for-profit  hospitals  in  our  State.  No  one  is  turned 
away  from  a  hospital  in  the  State  of  Connecticut.  In  fact,  we  have 
many  mandated  requirements  to  take  all  who  come  before  our 
doors.  We  have  a  high  population  density  in  our  State,  and,  there- 
fore, the  distance  that  one  travels  for  health  care  is  in  fact  limited, 
and  although  we  are  one  of  the  rare  States  to  be  regulated,  it  is  my 
personal  belief  that  this  is  a  plus  rather  than  a  negative. 

However,  access  is  limited  by  a  number  of  factors.  As  was  men- 
tioned earlier,  we  have  the  costs  being  shifted  to  the  individual, 
and  in  today's  economy  with  the  recession  biting  hard  in  our  State, 
the  ability  of  the  individual  to  pay  between  20  to  30  percent  of 
their  health  care  stay  at  a  hospital  oftentimes  in  the  $1,500  to 
$2,000  range  is  prohibitive. 

We  have  also  seen  that  our  insurers  in  our  State  are  beginning 
to  recognize  their  financial  difficulties  and  are  beginning  to  limit 
their  risks.  They  are  going  to  continue  to  discontinue  small  groups. 
They  are  dropping  companies  unless  individuals  who  have  high 
health  care  utilization  sign  waivers  for  their  members  of  the 
family,  and  also  they  are  dropping  people  because  of  previous  ill- 
ness. 

We  are  very  concerned  that  in  these  next  few  years,  the  Govern- 
ment must  do  things.  It  must  do  them  quickly.  We  need  a  national 
health  policy.  We  must  eliminate  the  cost  shift.  We  must  combine 
the  Federal  programs  in  health  care  delivery,  and  we  must  simpli- 
fy the  bureaucracy,  and  we  must  eliminate  the  profit  motive  from 
the  delivery  system. 

I  thank  you  for  the  opportunity  to  speak  before  the  subcommit- 
tee. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  LAURENCE  A.  TANNER 
PRESIDENT  OF  NEW  BRITAIN  GENERAL  HOSPITAL 
NEW  BRITAIN,  CONNECTICUT 


BEFORE  THE  SUBCOMMITTEE  ON  HEALTH 
OF  THE  COMMITTEE  ON  WAYS  AND  MEANS 
FEBRUARY  25,  1991  -  HARTFORD,  CONNECTICUT 


Chairman  Stark  and  members  of  the  Subcommittee  on  Health  of  the 
Committee  on  Ways  and  Means,  I  would  like  to  thank  you  for  the  opportunity  to 
participate  in  this  hearing  on  the  issue  of  access  to  health  insurance  and  health 
care.     As  the  chief  executive  officer  of  a  400-bed,  comjnunity  teaching  hospital, 
my  knowledge  on  the  subject  is  limited  to  my  20  years  of  experience  as  a  health 
care  professional  delivering  health  services  at  the  community  level.     Although  I 
have  seen  much  change  in  the  delivery  of  health  services  over  these  past  two 
decades,  the  rate  of  change  occurring  in  the  last  four  to  five  years  far 
surpasses  the  previous  periods,  and  I  expect  it  will  be  considered  slow  to  the 
changes  that  will  occur  in  the  remaining  years  of  this  decade. 

As  the  crisis  on  the  cost  of  health  care  grew  in  magnitude  and 
severity,  employers,   government  and  other  providers  of  insurance  became 
alarmed.     Early  attempts  at  controlling  utilization,  such  as  hospital-based 
utilization  review  committees ,  did  little  to  stem  the  tide  of  increasing  costs . 
External  utilization  review,  second  opinion  before  surgery  and  other  similar 
attempts  at  controlling  the  technology  and  services — be  it  inpatient  or 
outpatient — were  bowled  over  by  the  magnitude  of  cost  increases.     At  the  same 
time  that  utilization  was  being  controlled,  new  technology,  new  drugs  and  the 
aging  of  the  population  were  putting  pressure  on  the  cost  escalation  problem. 

Managed  care,  I  believe,  has  been  and  will  be  a  more  effective  tool 
of  controlling  costs  than  anything  we  have  seen  to  date.     Yet,  in  many  parts  of 
the  country,  managed  care  covers  under  15  percent  of  nongovernment  patients. 
A  lack  of  control  in  most  areas  of  the  country  on  certificate  or  determination  of 
need  for  the  construction  of  new  or  replacement  facilities  and/or  technology  has 
offset  attempts  at  utilization  management.     This  increase  in  the  availability  of 
technology,  coupled  with  defensive  medicine  and  approval  of  the  use  of  very 
expensive  pharmaceutical  agents  has  worsened  the  problem.     An  ever-growing 
older  population  adds  to  the  burden  of  health  care  utilization,  and  new  diseases 
such  as  AIDS  and  the  concurrent  measures  needed  to  insure  infection  control 
and  waste  management  have  added  to  the  cost. 

The  increasing  cost  of  health  care  driven  by  technology, 
patient-care  management,  and  the  reimbursement  system  with  an  increasing 
impact  of  cost  shifting  due  to  government  underpayment,  has  reached  the  point 
where  employers  and  the  other  payors  of  care  were  forced  to  take  drastic 
action.     The  impact  of  the  changes  on  providers,  such  as  hospitals,  has  been 
significant,  but  the  real  victim  has  become  the  private  citizen.     As  employers 
saw  year-after-year  increases  in  premiums  of  between  30  to  50  percent,  they 
were  forced  to  make  changes  to  their  health  care  plans .     Co-payments  and 
deductibles  by  workers ,  which  were  restricted  to  some  five  to  ten  percent  of 
the  Fortune  Five  Hundred  Companies  ten  years  ago,  have  now  been  almost 
universally  implemented.     It  is  not  unknown  today  to  see  plans  with  20  percent 
co-payment,  costing  an  employee  $1,600  out-of-pocket  for  a  hospital  stay.  For 
the  large  employer  with  a  critical  mass  of  employees,  the  cost  shifting  to  the 
employee,  which  oftentimes  includes  a  reduction  in  benefits  for  spouses  and 
dependents,  has  not  resulted  in  a  decrease  in  cost.     For  the  medium-sized  to 
smaller  employer,  even  with  this  shift  of  the  burden  for  payment  to  the 
individual,  the  increase  in  cost  for  health  care  coverage  demanded  even  greater 
attention.     The  smaller  employer  began  to  offer  a  more  limited  health  care  plan, 
not  covering  such  things  as  mental  health,  prior  disease,  or  certain  tertiary 
services .     Other  small  employers  were  forced  to  exclude  certain  employees  in 
order  to  get  health  insurance  at  a  reasonable  cost,  and  yet  for  others  the  only 
alternative  was  to  drop  health  care  coverage  for  all  their  employees .     This  is 
indeed  a  national  problem  which  requires  national  solutions.     Yet,  we  in 
Connecticut,  in  central  Connecticut,  and  specifically  in  the  city  of  New  Britain 
are  a  microcosm  of  the  national  experience. 

What  we  as  providers  are  concerned  about  is  the  issue  of  access  to 
care.     In  our  view,  a  barrier  to  access  to  care  is  the  result  of  one  of  severad 


24 


factors.  Not  necessarily  in  ramk  order,  the  following  are  major  constraints  that 
have  to  be  evaluated. 

First  is  the  issue  of  geographic  access.     In  parts  of  the  southwest, 
midwest  and  south,  it  is  not  uncommon  for  an  individual  to  have  to  drive  hours 
for  care,  even  at  the  physician  level.     Subspecialty  care  is  not  available  in 
one's  community  and  requires  additional  travel,  lost  time  from  work,  etc. 
Although  Connecticut  has  rural  pockets,  because  of  its  high  population  density, 
it  is  rare  for  any  citizen  to  live  greater  than  a  half  hour  from  an  acute  care 
hospital  with  an  emergency  room  staffed  24  hours  a  day.     Although  we  do  not 
have  a  perfect  distribution  of  primary  care  specialists  and  all  subspecialists  are 
not  represented  on  every  hospital's  staff,  once  again  the  distribution  is 
sufficient  so  that  it  is  rare  to  have  citizens  beyond  easy  reach  of  an  internist, 
family  practitioner  or  pediatrician.     I  should  add,  however,  that  geographic 
proximity  does  not  necessarily  assure  access  as  we  have  found  in  several  inner 
city  locations,  including  our  own  in  New  Britain.     All  physicians  do  not 
necessarily  accept  all  insurances,  and  several  will  not  take  state  or  city  welfare 
patients ,  thereby  creating  an  access  problem  for  care  if  the  majority  of 
physicians  within  a  specialty  in  a  particular  geographic  area  are  not 
participating  physicians . 

The  issue  of  which  physicians  and  why  practitioners  accept 
particular  patients  is  a  second  concern  for  access  to  health  care.     Because  of 
the  reimbursement  levels ,  reporting  requirements ,  and  the  tendency  for  a  lower 
level  of  cooperation  between  the  patient  and  the  physician,  state  and  city 
welfare  patients  are  finding  it  exceedingly  difficult  to  gain  access  to  the  private 
physician's  office.     This  has  placed  a  greater  burden  on  the  remaining 
physicians  in  the  community  who  are  willing  to  treat  city  and  state  welfare 
patients  and  on  the  clinics  of  hospitals,  primarily  those  in  inner  city  locations 
with  teaching  programs .     This  is  particularly  difficult  in  obstetrics .     There  is 
an  increasing  number  of  young  pregnant  women  in  the  inner  cities  delivering 
who  have  had  inadequate  health  care  throughout  their  pregnancies,  resulting  in 
an  increase  in  infant  mortality  and  morbidity. 

Just  last  week  a  newspaper  headline  appeared  about  the  New  Haven 
community,  the  home  of  two  of  our  largest  hospitals  and  a  nationally  prestigious 
medical  school,  that  highlighted  the  fact  that  New  Haven  had  the  highest  level 
of  infant  mortality  of  any  community  over  100,000  in  the  United  States. 
Hartford,  the  home  of  the  insurance  industry  and  in  one  of  the  highest 
geographic  income  areas  of  our  country,  followed  behind  New  Haven  in  infant 
mortality.     Although  not  one  and  two  in  the  country,  the  Hartford  and  New 
Haven  communities  represent  a  dichotomy  of  wealth  and  education  mixed  with 
poverty  and  an  inadequate  number  of  physicians  willing  to  practice  in  inner  city 
areas . 

Therefore,  even  though  we  might  not  have  to  drive  for  hours  to 
find  a  primary  physician,  because  of  the  reimbursement  system  and  other 
problems,  welfare  recipients  may  not  have  access  to  a  primary  physician  within 
their  community.     New  Britain  General  Hospital  was  recently  approached  by  a 
social  service  agency  in  a  community  about  a  half  an  hour  from  it.  That 
particular  community  has  a  hospital,  although  smaller  than  ours.     The  social 
service  agency  indicated  that  they  represent  clients  who,  on  average,  deliver 
approximately  150  babies  per  year.     There  are  no  physicians  in  that  area  who 
are  willing  to  contract  to  cover  these  patients ,  the  majority  of  whom  are  either 
city  or  state  welfare  clients .     Those  patients  drive  by  that  hospital  to  come  and 
deliver  at  New  Britain  General  Hospital.     While  that  hospital  itself  has  a 
maternity  program  and  it  is  willing  to  take  all  who  come  seeking  care,  the 
physicians  were  not  willing  to  take  on  this  extra  social  burden. 

This  leads  us  to  a  third  factor  which  could  limit  access  to 
care — access  to  institutional  providers.     Connecticut  is  unusual  in  many 
regards.     We  have  an  excellent  system  of  health  care,  including  a  full  spectrum 
of  pre-hospital,  acute,  tertiary  care,  and  a  wide  realm  of  outpatient  and 
support  facilities.     We  have  two  excellent  rehabilitation  hospitals  and  a  strong 
network  of  skilled,  intermediate  and  reet  care  facilities.     We  are  not  under 
served  as  a  state  in  terms  of  the  numbers  of  physicians  and  the  distribution  of 
specialties .     We  are  an  attractive  state  for  physicians  in  many  ways  because  of 
the  wealth  of  the  residents,  availability  of  excellent  hospitals  in  which  to 
practice  and  a  myriad  of  social  and  recreational  activities  in  which  to 
participate.     We  are  the  home  of  a  number  of  fine  private  and  public 
universities,  and  as  a  whole  have  excellent  primary  and  secondary  schools. 
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We  have  no  proprietary  hospitals,  no  charity  hospitals  and  no  city 
hospitals .     The  hospitals  in  our  state  tend  to  be  significantly  larger  than  those 
found  in  many  other  parts  of  the  country,  and  the  services  provided  are 
enhanced  because  of  research  in  drugs  and  technology  often  conducted  by  the 
medical  staffs  of  the  two  fine  medical  schools  located  within  our  state.     For  a 
state  our  size,  we  have  a  disproportionate  number  of  teaching  hospitals, 
primarily  as  a  result  of  our  physical  location  within  the  northeast  corridor. 
Hospitals  are  relatively  close  together  because  of  the  population  density  of  the 
central  and  southern  core  of  our  state. 

Access  to  acute  and  emergency  care  is  guaranteed  by  regulations 
developed  by  the  Health  Department  which  require  each  hospital  to  provide 
emergency  care  and  appropriate  triage.     Unlike  many  states,  we  have  had,  for 
nearly  20  years,  a  strong  regulatory  presence  requiring  certificate  of  need  for 
major  capital  expenditure  and  the  introduction  of  new  technology.  Therefore, 
we  do  not  have  the  evils  of  the  free  market  system  in  health  care  with  open 
heart,  MRIs ,  CT  scanners,  etc.  on  every  street  corner.  This 
certificate-of-need  process  regulates  not  only  hospitals  but  the  introduction  of 
major  technology  by  private  groups  and  has  regulatory  authority  on  rate 
setting.     Therefore,  the  ability  for  investor-owner  entities  to  reap  unregulated 
profits  is  a  much  more  difficult  task  in  our  Connecticut  than  in  much  of  the 
rest  of  the  country. 

The  hospitals  in  this  state  have  not  in  the  past  nor  will  they  in  the 
future  discriminate  against  any  patient  because  of  the  source  of  payment.  You 
can  walk  into  any  hospital  room  in  any  of  the  36  Connecticut  hospitals,  and  you 
cannot,  without  looking  at  a  patient's  financial  data,  tell  whether  that  patient  is 
a  city,  state.  Medicare,  indemnity  or  managed  care  patient.     Although  the 
government  passed  laws  recently  establishing  penalties  for  "dumping  of 
patients,"  the  law  was  not  intended  to  correct  a  problem  in  Connecticut.  A 
patient  seeking  care  in  an  emergency  room  in  this  state  is  accepted  regardless 
of  the  source  of  payment,  or  if  payment  is  to  be  received  at  all.  Patients 
admitted  to  Connecticut  hospitals  are  treated  by  members  of  the  medical  staff, 
even  if  that  physician  would  not  see  the  patient  in  his  private  office  as  a 
non-Medicaid  or  welfare  participating  physician.     We  have  had  a  long  tradition 
of  access  to  our  institutions. 

The  problem  we  are  seeing  today  is  not  one  of  access;  it  is  one  of 
an  increasing  burden  created  by  patients  seeking  care  in  the  hospital  because 
they  cannot  find  a  physician  or  are  embarrassed  to  seek  care  in  the  private 
sector  because  they  lack  insurance  or  because  they  belong  to  a  group  with 
social  and  cultural  needs  that  has  not  traditionally  developed  a  private 
patient-physician  relationship. 

Of  greatest  concern  to  those  of  us  who  manage  hospitals  is  this 
geometric  growth  in  patients  presenting  to  the  hospital  who  are  now  under-  or 
who  are  totally  uninsured.     Putting  aside  the  financial  burden  to  the 
institution,  of  greater  concern  is  the  delay  by  individuals  to  seek  care,  many  of 
whom  are  proud  and  do  not  wish  "charity."    Patients  are  coming  to  our  doors 
later  in  the  disease  process  than  they  should,  and  then  they  require  longer 
recuperative  processes  with  greater  expense  for  medication,  technology,  etc. 
In  the  remaining  part  of  my  presentation,  I  will  address  this  last  issue  of 
access  to  health  coverage  in  more  detail — the  issue  of  access  hampered  by  the 
lack  of  health  insurance. 

In  publication  after  publication  we  read  that  on  a  national  level 
between  30  to  40  million  citizens  of  this  country  are  without  health  insurance. 
In  a  recent  study  conducted  by  Connecticut's  General  Assembly,  it  was 
reported  that  270,000  people,  representing  10  percent  of  the  non-elderly 
population,  are  without  insurance.     Many  of  the  uninsured  are  low  income. 
Approximately  25  percent  have  incomes  below  150  percent  of  the  poverty  level, 
while  at  the  same  time  over  40  percent  have  incomes  over  300  percent  of  the 
poverty  level.     One-quarter  of  the  uninsured  were  children,  with  nearly  10 
percent  under  the  age  of  six.     In  terms  of  racial  background,  nearly  20 
percent  of  the  Hispanic  residents  of  our  state  are  uninsured,  nearly  twice  the 
level  of  non-Hispanics .     Ten  percent  of  blacks  are  uninsured  compared  to  eight 
percent  of  whites. 

Another  interesting  finding  was  that  two-thirds  of  the  uninsured 
adults  in  Connecticut  are  employed,  and  of  this  number  33  percent  are  working 
full-time.     In  addition  to  the  quarter  of  a  million  residents  who  lack  any  health 
insurance,  an  additional  140,000  people  are  underinsured .     The  underinsurance 
covers  such  categories  as  lack  of  catastrophic  care,  lack  of  coverage  because  of 
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insurance  exclusions  due  to  prior  illness  or  a  submarginal  insurance  package, 
and  lastly  a  lack  of  supplemental  coverage  for  Medicare  recipients  because  of 
the  inability  to  buy  the  supplemental  insurances  for  physician  coverage, 
outpatient  services,  etc. 

In  terms  of  age,  Connecticut  has  a  population  that  is  older  than  the 
country  as  a  whole,  and  New  Britain  residents  are  older  than  the  state 
average.     According  to  numbers  released  as  part  of  the  1990  census,  nearly  18 
percent  of  the  New  Britain  area  population  is  over  the  age  of  65 ,  and  of  that 
total  over  7  percent  are  over  75.     This  is  an  18  percent  increase  in  area 
citizens  over  the  age  of  65  compared  to  the  1980  census.     In  terms  of  race, 
over  18  percent  of  the  population  in  the  New  Britain  area  are  nonwhite — an  86 
percent  increase  in  the  nonwhite  population  since  the  1980  census.  Hispanics 
have  gone  from  approximately  8.8  percent  of  the  population  in  1980  to  over  16 
percent  in  1990.     As  the  population  of  the  towns  in  our  service  area  continues 
to  age  dramatically  and  shifts  from  white  to  nonwhite,  we  see  an 
ever-increasing  pattern  of  patients  seeking  care  at  our  hospital  who  are  both 
uninsured  and  underinsured . 

The  numbers  of  un-  and  underinsured  are  swelled  by  changes  in 
the  demographics  of  our  work  force  and  the  economic  clime.     Once  known  as  the 
bcdl  bearing  capital  of  our  country,  the  bearing  industry  has  all  but 
disappeared  from  central  Connecticut.     The  city  of  New  Britain's  employment 
some  15  year  ago  was  centered  in  eight  large  manufacturering  corporations , 
producing  bearings,  home  products,  appliances,  springs  and  hardware.  Over 
the  last  decade,  the  big  eight  has  become  the  big  one,  with  only  The  Stanley 
Works  remaining.     Six  of  the  large  manufacturers  have  closed  their  doors  or 
reduced  employment  to  the  level  of  small  job  shops.     The  seventh  recently 
relocated  its  operations  out  of  the  city,  leaving  The  Stanley  Works  as  the  only 
major  manufacturer  in  the  community. 

Unfortunately,  during  this  last  decade  the  hospital  rose  from  ninth 
largest  employer  to  second  largest  employer,  behind  Stanley  Works,  in  terms  of 
the  number  of  full-time  equivalent  employees  on  the  payroll.     Although  the 
number  of  employed  individuals  in  the  community  has  remained  fairly  constant, 
the  large  employers  with  established  broad-based,  fully  paid  health  benefits 
were  replaced  by  companies  with  limited  plans  heavily  dependent  upon  employee 
contributions .     As  many  of  the  medium-sized  firms  downsized  and  as  start  up 
replacement  industries  employed  under  30  people,   the  health  insurance  picture 
has  become  progressively  worse. 

The  impact  upon  the  financial  condition  of  the  hospital  has  been 
rather  startling.     In  1985  approximately  four  and  one-half  percent  of  our 
discharges  were  patients  classified  as  self  pay.     In  our  most  recent  fiscal  year, 
the  percentage  of  discharges  allocated  to  the  self-pay  patient  category  had 
risen  to  nearly  7  percent.     Medicare  patients  increased  from  28  to  nearly  30 
percent  of  our  discharges.     During  this  Scime  six-year  period,  state  and  city 
welfare  patients  went  from  7  percent  to  over  10  percent  of  our  discharges . 

The  impact  on  the  outpatient  area  was  even  more  startling .  From 
1986  to  the  present,  clinic  visits  rose  from  41,000  to  over  65,000.     Visits  to  the 
emergency  room  increased  from  39,000  to  nearly  46,000.     Ambulatory  surgery 
visits  increased  from  slightly  over  4,000  to  nearly  6,500.     Private  referred 
visits  for  laboratory,  x-ray,  etc.  increased  from  41,000  to  62,000  visits.  Visits 
to  our  psychiatric  outpatient  services  increased  by  nearly  100%. 

The  negative  financial  impact  has  even  been  greater  than  the 
increase  in  activities .     Bad  debts  net  of  recoveries  at  New  Britain  General 
Hospital  have  increased  1.6  million  to  5 . 2  million  dollars  over  the  last  five 
years .     Days  in  receivables  at  the  hospital  have  increased  over  this  same  time 
frame  from  approximately  65  to  112  days.     Contractual  allowances  have  increased 
from  approximately  2  million  dollars  in  fiscal  year  1986  to  over  24  and  a  half 
million  dollars  in  1990,   due  primarily  to  shortfalls  in  payments  from  the  federal 
government,  state  and  city  welfare  sources.     Accounts  receivable  also  increased 
from  12  million  to  nearly  29  million  dollars. 

To  accommodate  increases  in  activity  in  our  clinics  and  outpatient 
departments ,  coupled  with  the  demands  placed  on  social  work  and  patient 
accounts,  we  have  had  to  add  nearly  50  employees  during  the  past  three  years. 
Although  I  cannot  certify  that  each  of  these  employees  was  added  as  a  direct 
result  of  increases  in  under-  and  uninsured  patients ,  there  is  no  question  that 
the  vast  majority  of  additional  hours  added  resulted  from  increases  in  direct 
service,  reporting,  and  related  support  activities. 
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As  we  have  seen  the  economy  in  central  Connecticut  continue  to 
erode;   as  we  have  seen  large  businesses  shrink  and  leave  the  community  to  be 
replaced  by  smaller  employers ;  and  as  we  have  seen  the  rolls  of  state  and  city 
welfare  patients  increase,  the  most  tragic  impact  has  been  on  the  individual 
patient.     Our  social  workers  tell  stories  of  companies  who  were  forced,  because 
of  premium  increases,  to  get  specific  employees  to  sign  waivers  of  noncoverage 
so  that  the  rest  of  the  workers  in  the  company  would  have  health  insurance 
affordable  to  the  employer.     The  insurance  companies  providing  indemnity  plans 
for  small  groups  are  becoming  more  and  more  selective,  dropping  group  after 
group  with  no  alternative  for  insurance.     Premium  increases  to  small  groups  are 
averaging  40  to  50  percent  per  year — increases  simply  not  tolerable  to  employers 
who,  because  of  the  economic  conditions  of  our  state,  are  barely  able  to  keep 
fheir  doors  open.     We  have  had  numerous  patients  tell  stories  of  having  their 
group  insurance  dropped  and  having  exclusion  sifter  exclusion  offered  by  other 
potential  insurers,  if  insurance  is  available  to  them  at  all.     We  have  had 
patients  who  came  to  the  emergency  room  who  have  said  that  they  simply  could 
not  afford  health  insurance  and,  therefore,  waited  to  seek  care  only  as  a  last 
resort . 

We  have  seen  other  providers  of  care  require  up  front  payment  for 
office  visits.     We  have  seen  feimilies  go  through  their  meager  savings  in  order 
to  pay  us  and  their  physicians  for  needed  health  care  because  their  employers 
no  longer  provide  health  insurance.     We  have  seen  more  and  more  patients 
going  to  our  clinics  and  emergency  room  seeking  care  with  the  hope  that  it  will 
be  for  free  because  their  employer  never  provided  them  with  health  insurance. 
The  current  recession  has  exacerbated  the  problem,  but  rest  assured  the 
problem  has  been  growing  each  year  during  this  last  half  decade. 

With  rising  bad  debts  and  contractual  cdlowances ,  the  hospital  has 
increased  working  capitaJ  borrowings ,  adding  three-quarters  of  a  million  dollars 
of  expense  for  interest  payments  alone.     We  have  seen  a  deteriorating  operating 
margin,  culminating  in  a  loss  of  over  six  million  dollars  in  the  last  fiscal  year. 

As  you  will  hear  in  later  testimony,  the  state  of  Connecticut, 
though  legislation,  has  taken  a  first  step  in  developing  a  program  that  provides 
health  care  for  the  small  employer.     Although  we  as  hospitals  will  only  be  paid 
approximately  two-thirds  of  the  already  inadequate  Medicare  rate,  this  plan  will 
provide  insurajice  for  some  that  was  previously  unavailable. 

It  is  my  belief  that  this  is  but  the  first  in  a  series  of  steps  which 
must  be  taken,  not  only  at  the  state  level  but  at  the  national  level  to  solve  our 
problem.     Through  a  combination  of  tax  incentives,  small  businesses  must  be 
given  the  encouragement  to  provide  health  insuramce  for  their  workers  and 
dependents.     These  programs,  coupled  with  expanded  government  programs  for 
the  unemployed,  should  provide  all  individuals  in  this  country  with  access  to  at 
least  basic  heailth  care  services.     The  delivery  and  financing  arrangements 
provided  though  employer  and  governmental  contributions  will  insure  the 
effective  management  of  medicaJ  conditions ,  appropriate  coordination  of  care 
among  providers,  and  insure  the  maintenance  of  quality  care. 

The  new  systems  must  work  towards  the  elimination  of  cost  shifting 
so  that  private  financing  will  bear  the  true  cost  of  services  provided. 
Incentives  must  be  put  in  place  so  that  care  is  provided  efficiently.     Care  must 
be  provided  at  the  community  level,  encouraging  the  users  of  health  care  to 
seek  care  in  efficient  settings  in  a  timely  manner.     Rather  than  having  a 
multitude  of  public  assistance  programs,  such  as  Medicare,  Medicaid,  Aid  to 
Dependent  Children,  and  other  state  and  city  welfare  programs,  there  should 
be  a  single  coordinated  governmentaJ  health  care  financing  plan.     To  insure 
that  there  is  no  over  capacity  generated  by  new  dollars  pumped  into  the  health 
care  system,  each  state  should  establish  a  strong  certificate-of-need  program  to 
review  the  introduction  of  new  facilities,  technology  and  major  plant  renovation. 
This  regulatory  process  should  extend  to  the  setting  of  rates  to  insure  that  the 
delivery  of  health  care  by  corporate  medicine  is  not  done  at  an  unduly  high 
cost.     The  fraud  and  abuse  provisions  now  being  enacted  to  insure  that 
patients  are  not  steered  for  profit  to  a  particular  practitioner  or  setting  must 
be  expanded.     With  universal  coverage,  no  provider  should  be  allowed  to  not 
accept  patients  based  on  their  payor  source. 

Changes  in  the  delivery  system  require  a  new  sense  of 
responsibility  on  the  part  of  the  patient.     Patients  should,  and  in  fact  must, 
participate  in  the  course  of  their  treatment.     Better  yet,  we  must  develop  a 
national  system  to  insure  that  prior  to  illness  or  injury  each  adult  citizen  is 
given  the  opportunity  to  establish  the  limits  of  care  which  they  would 
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personally  find  acceptable  should  serious  accident  or  disease  strike.  Better 
informed  consumers  who  help  practitioners  establish  the  limits  of  care  that  they 
wish  to  receive  can  do  nothing  but  improve  the  entire  health  care  delivery 
system. 

In  conclusion,  we,  as  a  single  hospital  or  as  an  association  of 
hospitals,  nor  a  single  state  can  act  alone.     The  30  plus  million  citizens  of  our 
country  that  are  underinsured  need  help.     The  burden  cannot  fall  on  employers 
alone.     We  turn  to  you  to  work  with  us  in  the  establishment  of  a  national  health 
plan.     Access  to  quality  health  care  has  become  a  right  to  all.     We  agree  that 
the  system  as  it  is  currently  constituted  is  inefficient,  costly  and  inadequate. 
The  health  of  our  nation  rests  with  the  health  of  our  citizens .     We  can  no 
longer  afford  to  not  develop  a  nationed  health  policy — the  time  is  now. 

Thank  you  again  for  the  opportunity  to  speak  before  the 
Subcommittee  on  Health  of  the  Committee  on  Ways  and  Means .     I  would  be  happy 
to  answer  any  questions  that  you  or  members  of  your  staff  may  wish  to  ask. 
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Chairman  Stark.  Thank  you.  - 
Ms.  Turner. 

STATEMENT  OF  ALFREDA  D.  TURNER,  M.P.H.,  EXECUTIVE  DIREC- 
TOR, CHARTER  OAK  TERRACE-RICE  HEIGHTS  HEALTH  CENTER, 
HARTFORD,  CONN. 

Ms.  Turner.  Thank  you,  Mr.  Chairman  and  committee  members. 

Five  minutes  is  not  long  enough  to  tell  you  about  the  uninsured, 
the  need  for  access  to  health  care,  and  the  devastating  effect  on 
lives  for  those  who  go  without. 

We  know  that  access  to  health  care  is  a  complex,  multifaceted 
problem  that  plagues  our  Nation.  The  distinction  between  access  to 
health  care  and  the  availability  of  health  care  is  depicted  in  the 
overwhelming  number  of  physicians  who  will  not  accept  Medicaid 
or  uninsured  clients. 

There  are  many  barriers  to  access.  One  of  the  problems  that  we 
face  is  recruitment  for  those  of  us  who  serve  America's  under- 
served.  Basically,  many  physicians  do  not  want  to  work  in  these 
areas  because  they  make  less  money.  They  have  to  see  heavier  case 
loads  of  clients,  and  the  clients  have  a  multitude  of  health  prob- 
lems that  are  very  complex  and  complicated. 

Cultural  sensitivity  is  another  problem  because  most  patients  are 
black  and  Latino,  who  are  low-income  and  uninsured,  yet  the  pro- 
viders often  come  from  middle-class  America,  often  Ivy  League 
schools,  and  cannot  relate  to  these  populations.  They  do  not  under- 
stand the  nutritional  practices.  They  do  not  understand  why  there 
are  high  teenage  pregnancy  rates.  They  often  do  not  understand 
why  mothers  are  not  in  the  waiting  rooms  cooing  to  their  babies 
because  those  mothers  are  worried  about  where  their  next  meal 
will  come  from  or  whether  someone  is  going  to  identify  or  realize 
that  there  is  a  man  in  the  household  and  funds  be  cut  off. 

They  often  do  not  understand  why  mothers  are  on  AFDC  instead 
of  working,  because  if  they  work,  they  do  not  make  enough  money 
to  pay  for  health  care  costs  or  for  day  care  costs.  Also,  their  Medic- 
aid is  lost  once  they  become  employed.  Because  of  lack  of  training 
they  become  America's  low-income  uninsured. 

I  will  say  that  many  people  offer  these  individuals  the  best  that 
they  have.  They  say  do  not  fry  your  foods,  broil  them,  do  not  eat 
chicken  skin,  it  is  not  good  for  you.  If  they  do  not  have  a  very  cul- 
turally sensitive  phased-in  program  of  someone  who  understands 
why  food  is  prepared  the  way  that  it  is  and  support  them  through 
that  change,  the  plan  will  fail. 

Basically,  Connecticut  recognizes  the  need  for  a  universal  health 
insurance  plan.  They  know  that  84  percent  of  the  uninsured  are 
families  where  the  head  of  household  or  the  spouse  is  employed. 
Expansion  of  access  to  the  uninsured  has  a  serious  cost  equation  if 
it  is  not  properly  addressed. 

America  is  spending  significantly  on  health  care.  The  question 
is — is  it  spending  wisely. 

Basically,  Dr.  Louis  Sullivan,  Secretary  of  Health  and  Human 
Services,  addressed  the  National  Association  of  Community  Health 
Centers  in  March  of  1990,  with  a  plan  to  assure  access  to  health 
care  for  all.  That  plan  was  very  simple — expand  community  health 
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centers  from  the  existing  580  to  just  under  3,000  by  the  year  2000. 
That  is  an  increase  of  250  health  centers  a  year. 

Community  health  centers  will  see  anyone  who  comes  to  their 
door,  regardless  of  insurance  coverage. 

Second,  they  place  themselves  in  locations  to  serve  America's  un- 
insured. Also,  they  have  been  statistically  proven  to  provide  high- 
quality  cost-effective  health  care  to  these  populations  and  they 
manage  them  well  in  a  culturally  sensitive  environment. 

The  cost  effectiveness  of  the  community  health  center  model  has 
been  studied  over  the  years.  The  average  cost  of  services  per  year 
are  one-third  lower  than  the  national  average  for  comparable  serv- 
ices by  other  providers.  Basically,  there  are  10  community  health 
centers  in  the  State  of  Connecticut,  6  of  which  receive  Federal 
funding. 

These  centers  provided  275,000  patient  visits  in  1988  to  over 
65,000  of  Connecticut's  underserved.  In  Hartford,  there  are  two 
community  health  centers.  Charter  Oak  Terrace-Rice  Heights 
Health  Center,  where  I  am  employed,  and  Community  Health  Serv- 
ices in  the  north  end  of  the  city. 

In  1990,  these  two  health  centers  provided  for  over  88,000  visits 
to  Hartford  residents,  including  the  homeless.  However,  there  is  a 
problem  at  Charter  Oak.  Of  the  clients  we  served  in  fiscal  year 
1990,  98  percent  had  incomes  below  the  Federal  poverty  level  of 
$12,100  for  a  family  of  four. 

In  1990  alone,  uninsured  clients  rose  from  16  to  26  percent, 
which  is  a  63-percent  increase  in  1  year.  Demand  is  overwhelming. 

I  say  thank  you  for  allowing  me  to  speak  for  the  37  million 
Americans  who  are  underinsured  and  uninsured.  Much  needs  to  be 
done. 

[The  prepared  statement  follows:] 
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CHAIRMAN  OF  THE  SUBCOMMITTEE  ON  HEALTH, 
COMMITTEE  ON  WAYS  AND  MEANS,    AND  COMMITTEE  MEMBERS. 

Latest  estimates  are  that  37  million  Americans  are  uninsured! 
(This  approximates  the  population  of  all  of  New  England,  plus  New 
York  state  and  half  of  Pennsylvania) .  Seventy-five  percent  are 
either  employed  or  live  in  families  where  at  least  one  person  is 
employed.  Many  uninsured  work  for  small  firms,  those  with  less 
than  25  employees,  which  nationally  is  the  largest  source  of  new 
jobs.  Over  30%  of  the  uninsured  have  family  incomes  below  the 
federal  poverty  level  ($12,100  for  a  family  of  four) ,  but  are  still 
ineligible  for  Medicaid.  Millions  more  have  some  limited  insurance 
which  does  not  cover  necessary  preventive  health  care  and  often  has 
prohibitively  expensive  co-insurance  payment  requirements,  which 
causes  this  group  to  have  health  statistics  that  are  similar  to 
those  of  the  uninsured.  Medicaid  covers  only  42%  of  America's  poor 
while  those  accepting  Medicaid  as  a  form  of  payment  is  declining. 
This  health  problem  is  serious,  headed  for  catastrophic.  National 
and  state  intervention  are  a  must. 

Although  big  businesses  are  maintaining  health  insurance 
programs  for  their  workers,  evidence  is  mounting  that  they  are 
streamlining  benefit  packages  and  are  asking  employees  to  share  a 
larger  percentage  of  the  costs.  As  much  as  ninety-percent  of 
businesses  are  expected  to  reduce  coverage  to  employee  dependents 
over  the  next  decade. 

Reductions  in  Medicaid  eligibility  levels  during  the  Regan  era 
has  compounded  the  numbers  of  uninsured  today.  Almost  33%  of  all 
states  nationally  have  Medicaid  thresholds  below  the  federal 
poverty  level.  Some  estimate  that  as  many  as  40%  of  hospitals 
existing  today  will  close  by  the  year  2000  because  of  reduced 
reimbursement  rates  and  the  shifting  of  uninsured  patients  to 
public  hospitals. 

Access  to  health  care  is  a  complex,  multi-faceted  problem  that 
plagues  our  nation  on  a  state  and  local  level.  The  distinction 
between  access  to  health  care  and  availability  of  health  care  are 
depicted  in  the  overwhelming  number  of  physicians  who  will  not 
accept  Medicaid  or  uninsured  patients.  In  like  point,  hundreds  of 
thousands  of  sick  individuals  go  without  health  care  annually  until 
treatable  condition's  are  truly  life  threatening. 

Other  barriers  to  access  include  the  imbalanced  ratio  between 
numbers  of  primary  care  providers  for  underserved  and  uninsured 
populations  and  the  millions  who  need  these  services,  or  in  other 
words,  the  lack  of  providers  in  many  areas  of  need.  It  is 
estimated  that  as  many  as  10  million  Americans  speak  little  or  no 
English,  which  emphasizes  the  problems  with  language  and  cultural 
barriers . 

Out-of-pocket  costs ,  as  well  as  the  geographic  barriers  of 
distance  to  sites  of  care,  impede  access.  Private  practitioners 
study  neighborhoods  and  locate  their  practices  in  and  near  well- 
insured  and  higher  income  areas. 

These  access  barriers  have  been  collectively  recognized  in 
federal  designations  of  certain  areas  as  Medically  Underserved 
Areas   (MUA's)   and  Health  People  Power  Shortage  Areas  (HPPSA's). 
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Lack  of  access  also  causes  many  low  income  and  uninsured  to  delay 
seeking  care  and  to  rely  more  on  the  episodic  emergency  room  care 
versus  the  comprehensive  community-based  outpatient  model  that 
effectively  tackles  and  reduces  mortality  and  morbidity  rates. 

In  December  of  1989,  Travelers  Insurance  Company  published 
some  statistics  about  uninsured  populations.  They  found  that 
employees  are  increasingly  declining  to  pay  out-of-pocket  for 
dependent  insurance  plans  to  cover  their  children,  opting  rather  to 
"take  a  chance"  because  the  children  are  healthy.  Of  the  uninsured 
under  age  65,  they  found  33%  children,  18%  non-working  adults,  and 
29%  full-time/full-year  workers.  Thirty-four  percent  had  family 
incomes  under  $10,000;  28%  earned  $10 , 000-$19 , 999  ;  and  23%  earned 
$30,000  or  more.  Thirty-two  percent  had  incomes  below  100%  of 
poverty,  while  29%  fell  between  100-200%  of  poverty  (a  total  of  61% 
with  family  incomes  of  less  than  $24,200  for  a  family  of  four). 

Much  has  been  publicized  about  the  percentage  of  the  U.S. 
gross  national  product  spent  on  health  care,  compared  to  other 
industrialized  nations.  Study  after  study  recommends  a  national 
health  insurance  plan.  America  leads  industrialized  nation  in 
health  spending,  but  embarrassingly  trails  in  health  status 
indicators.  Iceland's  health  spending  is  61%  of  the  total  U.S. 
health  care  budget,  but  they  have  the  lowest  infant  and  child 
mortality  rates.  Finland  spends  46%  of  the  total  U.S.  health  care 
budget,  but  is  second  lowest  to  Iceland  for  infant  and  child 
mortality.  Many  are  looking  at  Canada's  national  health  plan  as 
one  for  a  likely  replication  in  the  U.S. 

Connecticut,  along  with  a  few  other  states,  such  as  New 
Jersey,  New  York,  and  Oregon,  is  receiving  national  recognition  for 
its  proactive  role  in  addressing  problems  of  access  to  health  care 
for    the    uninsured.  In    1989,     the    Connecticut    Blue  Ribbon 

Commission  on  State  Health  Insurance  was  establish  to  develop  a 
comprehensive  and  universal  health  insurance  program  for  all 
persons  in  the  state. 

The  problems  of  the  uninsured  in  Connecticut  were  assessed 
with  the  assistance  of  a  Washington,  D.C.  -  based  consulting  firm, 
Lewin/ICF.  The  report  of  the  Commission  was  issued  in  March  of 
1990.     The  Lewin/ICF  study  findings  were: 

*  approximately  272,000  residents  lack  health  insurance 

*  about  25%  have  incomes  below  150%  of  poverty   ($18,150  for 
a  family  of  four) 

*  43%  have  incomes  above  300%  of  poverty   ($36,300  for  a 
family  of  four) 

*  the  percentage  of  low-income  uninsured  is  lower  than  many 
states  because  Connecticut  has  a  broad  eligibility  Medicaid 
program  plus  a  state  funded  General  Assistance 
program,  which  complements  the  Medicaid  program 

*  25%  of  the  uninsured  are  children 

*  Hispanics  are  almost  twice  as  likely  to  be  uninsured  as 
non-Hispanics 

*  10%  of  Blacks  versus  8%  Whites  are  uninsured 

*  84%  of  the  uninsured  are  in  families  where  the  head  of 
household  or  spouse  is  employed 

*  140,000  Connecticut  residents  are  underinsured ,  having 
either  insurance  with  limited  coverage.  Medicare  coverage 
combined  with  low  incomes,   or  are  subject  to  risk  be- 
cause of  underinsured  catastrophic  risk.     An  estimated 

70  million  insured  Americans  are  at  significant  risk  to 
catastrophic  costs  because  of  inadeguate  health  insurance 
coverage. 

National  comparison  data  with  insured  populations  reveal  that 
the  uninsured  are  less  likely  to  have  a  usual  source  of  care  and, 
therefore,  utilize  hospital-based  providers  at  higher  rates.  They 
also  utilize  fewer  total  health  services  and  seek  fewer  preventive 
services  than  their  insured  counterparts.  Aware  of  the  need, 
uninsured  groups  also  assess  their  personal  health  status  to  be 
lower  than  those  with  health  insurance  coverage. 

The  Blue  Ribbon  Commission  agreed  that  appropriate,  single 
standard,  cost-efficient  health  care  should  be  accessible  to  all 
Connecticut  residents,  regardless  of  their  ability  to  pay.  They 
recommended  current  insurance  mechanisms  be  expanded  and  modified 
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to  improve  access  to  health  care  while  a  state  universal  access 
model  is  developed. 

Expansion  of  access  to  the  uninsured  has  a  serious  cost 
equation,  if  not  properly  addressed.  If  other  industrialized 
nation's  are  providing  better  health  care  and  have  lower  mortality 
and  morbidity  statistics  for  a  significantly  lower  percentage  of 
their  gross  national  product,  the  U.S.  and  each  state  must  assess 
the  reasons.  Health  care  spending  in  the  U.S.  has  spiraled  from 
7.2%  of  the  GNP  in  1970  to  12%  in  1988,  and  is  projected  to  reach 
20%  by  the  year  2020.  The  U.S.  spends  170%  more  per  capita  than 
the  United  Kingdom  ($2,051  versus  $758)  yet  fares  no  better  in 
health  statistics.  This  is  at  a  time  when  Medicaid  is  serving  only 
half  the  population  in  need,  40%  of  all  hospital  beds  are  empty 
nationally,  and  there  is  a  trained  physician  for  every  300  people. 
In  Connecticut,  hospital  rates  have  soared  with  some  hospitals 
requesting  rate  increases  in  1990  of  up  to  42%.  Uncompensated  care 
costs  are  a  factor. 

In  1988,  the  U.S.  spent  27%  more  on  health  care  than  any  other 
nation.  Overhead  in  the  Canadian  health  insurance  plan,  Canadian 
Medicare,  is  less  than  3%,  which  is  about  the  same  as  the  American 
Medicare  and  Medicaid  plans,  compared  to  23  cents  of  every  health 
care  dollar  spent  on  administrative  costs  in  other  health  plans. 

In  1970,   both  the  U.S.   and  Canada  spent  7.2%  of   their  GNP  on 
health  care.     In  1990  Canada  spent  8.6%  of  its  GNP  on  health  care, 
which  provides   access  to  all  residents,  while  the  U.S.    spent  12% 
and  37  million  Americans  have  no  health  insurance  coverage. 

Just  as  the  American  public  has  expressed  its  preference  for 
a  national  health  insurance  plan,  Connecticut  residents  support  a 
state  universal  health  insurance  plan.  This  plan  must  be 
accessible  to  all,  affordable,  comprehensive,  quality-based  and 
state  administered. 

Dr.  Louis  Sullivan,  Secretary  of  Health  and  Human  Services, 
addressed  the  National  Association  of  Community  Health  Centers  in 
March,  1990  with  "A  Plan  to  Assure  Access  to  Health  Care  for  All 
Americans."  He  described  community  and  migrant  health  centers  as 
a  critical  first  step  to  a  viable  plan  that  will  provide  access  to 
comprehensive  health  care. 

Community  health  centers  were  started  in  1965  through  funding 
of  eight  pilot  projects  by  the  Office  of  Economic  Opportunity. 
Three  years  later  there  were  thirty  centers  in  operation  and  four 
more  underway.  By  the  early  1980 's,  there  were  over  800  centers 
nationally.  Today,  580  centers  provide  quality  comprehensive 
services  to  almost  six  million  people. 

Community  health  centers  believe  that  health  care  should  be 
available  to  all,  not  only  those  who  can  afford  to  pay.  Therefore, 
health  centers  strategically  locate  in  areas  that  are  accessible 
for  the  low  income  and  uninsured.  The  health  care  model  is  based 
on  social  medicine  and  comprehensive  primary  care,  while 
encouraging  and  fostering  community  involvement.  Health  centers 
have  a  consistent  and  documented  record  of  providing  high  quality, 
cost  effective  health  care  to  low  income,  hard-to-serve,  high  need 
populations . 

Research  findings  indicate  that  minority  and  low  income 
populations  have  poorer  health  status  and  higher  mortality  rates. 
African-Americans  and  Latinos  are  more  likely  to  be  in  poverty.  In 
the  Northeast,  White  poverty  rates  are  9.5%  compared  to  33.2%  for 
African-Americans  and  37.7%  for  Latinos.  Yet,  of  those  in  poverty 
in  the  Northeast,  71%  are  White,  according  to  DHHS  statistics. 
According  to  1980  Connecticut  census  figures,  11.4%  of  all  children 
in  the  state  live  in  poverty.  The  African-American  child  poverty 
rate  was  33.7%;  the  Latino  child  poverty  rate  was  43.4%.  Newly 
released  preliminary  1990  census  figures  show  the  City  of  Hartford 
had  significant  growth  in  its  already  predominant  African-American 
and  Latino  populations. 

Approximately  70%  of  patients  seen  at  community  health  centers 
are  minorities  and  most  are  low  income  and  uninsured.  Thirty-five 
percent  are  children.  Many  of  the  uninsured  are  also  elderly, 
having  high  rates  of  malnutrition,  mental  illness,  and  substance 
abuse.  Another  uninsured  group  is  the  four  million  migrant  farm 
workers,  whose  seasonal  work  often  does  not  last  long  enough  for 
them  to  meet  state  Medicaid  residency  requirements.    Migrant  Health 
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Centers  are  an  integral  part  of  the  Community  Health  Center 
infrastructure,  positioning  themselves  to  meet  the  needs  of  this 
special     group.  Community/Migrant     Health     Centers     have  a 

statistically  proven  success  at  providing  comprehensive  primary 
health  care,  focusing  on  prevention  and  health  education,  providing 
culturally  and  linguistically  sensitive  services,  and  utilizing  a 
case  managed  approach. 

The  cost  effectiveness  of  the  Community  Health  Center  model 
has  been  studied  over  the  years.  Average  cost  of  services  per  year 
are  1/3  lower  than  the  national  average  for  comparable  services. 
At  less  than  $200  per  patient  per  year,  dollars  are  well  spent, 
considering  CHC ' s  have  been  proven  in  multiple  national  studies  to: 

*  lower  infant  mortality  rates 

*  reduce  emergency  room  utilization 

*  have  hospital  admission  rates  at  50%  of  those  who  use 
hospital  outpatients  as  their  primary  source  of  care 

*  reduce  prevalence  of  infectious  diseases 

*  intervene  successfully  with  high  need  populations 

*  have  higher  immunization  rates 

*  have  higher  rates  of  pap  smears 

*  offer  access  to  care  and  referral  on  a  24-hour  per  day, 
7-day  per  week  basis 

Many  have  diagnostic  and  radiology  services,  which  are  provided  on 
a  more  cost-effective  basis;  provide  for  emergency  care  for  minor 
trauma;  provide  on-site  pharmaceutical  services;  and  even  provide 
transportation    for    clients    who    would    otherwise    lack  access. 

Census   figures    for   1980   ranked  Connecticut's    three  largest 
cities  (Bridgeport,  Hartford,  and  New  Haven)  among  the  ten  poorest 
cities  in  the  United  States.     Hartford  is  the  poorest  Connecticut 
city   with    46%    of    its    population    having    incomes    below    185%  of 
poverty . 

There  are  ten  community  health  centers  in  the  state  of 
Connecticut,  six  of  which  receive  some  federal  funding.  In  1988, 
these  ten  CHC ' s  provided  for  more  than  275,000  patient  visits  to 
over  65,000  of  Connecticut's  underserved.  Seventy-five  percent  of 
clients  were  African-American  or  Latino.  Access  for  clients  served 
was  fostered  by  location  of  facilities  in  areas  of  need;  sliding 
scale  fees  that  make  adjustments  for  income,  including  those  with 
no  ability  to  pay;  culturally  sensitive  and  multilingual  staff; 
outreach  services,  including  home-based  assessments;  and  continuity 
of  care  through  assigning  patients  to  their  own  physician  as  in  a 
private  practice  model.  Health  Center  physicians  have  admitting 
privileges  at  local  hospitals  and  most  often  manage  their  own 
patients  during  hospital  stays. 

In  Hartford,  there  are  two  community  health  centers.  Charter 
Oak  Terrace-Rice  Heights  Health  Center  and  Community  Health 
Services.  Charter  Oak  Terrace-Rice  Heights  also  operates  a 
federally-funded  Homeless  Health  Care  Program  in  the  City  of 
Hartford.  In  1990,  the  two  health  centers  in  Hartford  provided  for 
over  88,000  visits,    including  services  to  homeless  clients. 

At  Charter  Oak  Terrace/Rice  Heights,  98%  of  the  clients 
served  had  incomes  below  the  federal  poverty  level.  In  1990, 
uninsured  clients  increased  from  16%  to  26%,  a  63%  increase  in  one 
year.  At  Community  Health  Services,  15%  of  their  total  clients  for 
1990  were  uninsured,  for  a  total  uncompensated  care  cost  of  over 
$312,000. 

Total  patient  visits  to  Charter  Oak  Terrce-Rice  Heights  Health 
Center  in  1986  were  16,620.  This  number  soared  to  the  20,000  mark 
in  1987.  In  1988,  the  patient  visit  total  was  27,402  including 
6,515  visits  for  the  first  six  months  of  our  Homeless  Health  Care 
Program.  The  1989  total  was  34,945  including  15,063  for  the 
Homeless  Program.  In  1990,  total  visits  rose  again  to  37,560 
(16,974  Homeless  sub-total) .  New  patients  to  the  Health  Center  are 
averaging  11  per  day,  200+  per  month.  Patients  not  new  to  the 
system  are  continuing  tc  come  for  follow-up  care.  Medical 
appointments  are  booked  three  weeks  in  advance;  dental  is  often 
booked  six  weeks  in  advance.  A  significant  amount  of  additional 
space  is  critically  needed.  An  analysis  by  external  consultants 
revealed  there  is  an  increasing  demand  for  health  care  services 
within  the  predominantly  Latino  and  African-American  Charter  Oak 
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Terrace-Rice  Heights  housing  projects  in  addition  to  the 
surrounding  geographic  service  area. 

Secretary  Sullivan's  Access  2,000  plan  is  one  for  providing 
health  care  to  the  remaining  30  million  plus  uninsured  in  America. 
This  plan  is  direct —  an  increase  in  community  health  centers 
nationwide  from  580  to  just  under  3,000  by  the  year  2000. 
This  would  mean  the  establishment  of  250  new  centers  per  year  over 
the  decade.  He  estimated  there  are  500  existing  non-federally- 
funded  health  clinics  across  the  country,  many  of  which  would  be 
appropriate  for  development  into  Community  Health  Centers. 

In  Hartford,  Charter  Oak  Terrace-Rice  Heights  Health  Center 
has  state  bond  funding  pending,  which  will  allow  them  to  more  than 
double  total  capability  for  providing  services,  an  imperative  move 
since  over  20,000  visits  were  provided  to  clients  at  the  current 
primary  site  in  less  than  5,000  sguare  feet  of  space.  This 
expansion  will  also  allow  this  health  center  to  provide  for 
diagnostic  laboratory  and  radiology  services  on-site  to  a 
population  without  transportation  and  finances  to  adequately  access 
these  services  at  non-health  center  locations.  Opthamology 
services  will  also  be  available  on-site  at  the  satellite  facility 
for  patients  who  currently  have  no  referral  resource  in  south 
Hartford  for  diagnosis  and  management  of  eye  problems. 

Community  Health  Services  is  completing  an  on-site  expansion 
plan    which    has    allowed    them    to    double    their    care  provision 
capability.     An  additional  satellite  may  be  necessary  for  them  to 
ensure  access  to  all  north  Hartford  uninsured  residents. 
Charter  Oak  Terrace-Rice  Heights  Health  Center,    Community  Health 
Services     and     the     Hartford     Housing     Authority     are  currently 
developing   a   collaborative   plan    for   ensuring   access    to  quality 
affordable  health  care  for  residents  of  all  low  and  moderate  income 
housing  projects   in  the  entire  City  of  Hartford.     This  plan  will 
probably  require  development  of  a  center  operated  transportation 
system  for  Charter  Oak  Terrace-Rice  Heights  Health  Center,  as  well 
as  implementation  of  its  planned  satellite  facility.  Community 
Health   Services   will   also   probably   need   to   establish   a  smaller 
satellite  to  ensure  access  for  all. 

Other  community  health  centers  in  Connecticut  have  similar 
expansion  plans  also,  based  on  growth  trends  and  demand  for 
services.  Contacts  have  been  made  with  the  state  primary  care 
association  director  by  representatives  from  six  areas  as  of  the 
state,  requesting  technical  assistance  in  applying  for  federal 
start-up  funds  to  develop  community  health  center  sites  in  their 
areas  as  a  part  of  the  national  expansion.  These  plans  for 
increased  total  community  health  centers  in  the  state  of 
Connecticut  are  in  line  with  Secretary  Sullivan's  proposal. 

The  Lewin/ICF  findings  for  the  state  of  Connecticut's 
universal  health  insurance  plan  referenced  the  community  health 
center  model,  suggesting  health  centers  expand  and  that  services  by 
other  providers  mirror  those  required  in  the  Community  Health 
Center  program.  When  amortized  over  time,  start  up  costs  for  new 
health  centers  will  pay  for  themselves  in  cost  savings  from 
improperly  utilized  hospital  services. 

Connecticut  also  has  many  other  health  provider  models  that 
are  worthwhile.  Hospitals  and  health  centers  have  a  symbiotic 
relationship  that  can  be  mutually  cost  beneficial  if  properly 
utilized.  Community  Health  Services  has  coordinated  its  late 
evening  hours  of  operation  with  Mt .  Sinai  Hospital  for  cost 
effective  utilization.  Charter  Oak  Terrace-Rice  Heights  Health 
Center  is  evaluating  the  need  to  expand  evening  hours.  Discussions 
have  started  with  Hartford  Hospital,  the  south  end  secondary  and 
tertiary  care  facility,  regarding  promotion  of  the  cost 
effectiveness  of  our  symbiotic  relationship.  Emphasis  will  be  on 
fostering  appropriate  utilization  of  each  facility,  because  each 
has  seen  a  tremendous  growth  in  demand  for  services  and  both 
realize  that  access  to  care  and  cost  containment  are  a  must  for 
survival . 

Other  state  programs  to  address  health  care  for  the  uninsured 
include  a  Healthy  Start  Program,  which  makes  health  care  available 
to  pregnant  women  and  their  infants  as  a  complement  to  the  state 
Medicaid  program.     The  Healthy  Start  Program  covers  children  0-12 
months  of  age  for  families  at  185%  poverty  who  do  not  qualify  for 
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Medicaid.  In  addition,  the  program  covers  children  12-18  months 
old  whose  family  incomes  are  at  or  below  185%  of  poverty. 

The  state  medicaid  program  is  more  comprehensive  than  in  many 
other  states.  Pregnant  women  are  covered,  as  well  as  childrlen  0- 
12  months  of  age  at  185%  of  poverty.  There  is  also  a  General 
Assistance  Program  for  very  low  income  individuals. 

The  Connecticut  state  legislature  has  taken  a  proactive  role 
to  ensure  access  to  health  care  on  a  universal  basis  in  spite  of 
severe  budgetary  limitations  and  budget  deficits.  The  1990  General 
Assembly  included  a  line  item  for  Community  Health  Centers, 
allowing  $500,000  for  expansion  of  services  to  the  uninsured.  The 
newly  encumbered  Governor,  Lowell  P.  Weicker,  has  recognized  the 
continuing  importance  of  community  health  centers  in  his  1991-92 
budget  proposal.  Governor  Weicker  has  proposed  an  increase  in 
funding  for  that  line  item. 

A  national  health  insurance  plan  is  needed,  a  state  universal 
health  plan  is  needed,  an  expansion  of  comprehensive  primary  care 
facilities  on  the  one-stop  health-care  shopping  model  of  community 
health  centers  is  needed  to  address  the  compelling  need  for  access. 

Thank  you  very  much  for  this  opportunity  to  speak  on  access  to 
health  care  for  the  uninsured. 
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Chairman  Stark.  Thank  you  very  much. 
Mr.  Meehan. 

STATEMENT  OF  JOHN  MEEHAN,  PRESIDENT  AND  CHIEF 
EXECUTIVE  OFFICER,  HARTFORD  HOSPITAL,  HARTFORD,  CONN. 

Mr.  Meehan.  Good  morning,  Mr.  Chairman  and  members  of  the 
committee. 

Hartford  Hospital  is  a  member  of  the  Connecticut  Health 
System,  a  three-hospital  system  that  provides  in-patient  care  for 
one  out  of  every  eight  patients  admitted  to  a  hospital  in  Connecti- 
cut. The  system  is  also  one  of  the  largest  providers  of  out-patient 
services  in  the  State. 

Collectively,  the  CHS  hospitals  have  large-scale  and  firsthand  ex- 
perience with  the  problems  related  to  access  to  care  and  the  financ- 
ing of  care  for  the  uninsured  and  the  underinsured  in  both  urban 
and  suburban  settings. 

I  hope  that  our  experience  will  be  of  use  to  you  in  your  delibera- 
tions. 

My  comments  are  organized  as  follows:  first,  a  brief  summary  of 
the  financial  and  nonfinancial  indicators  of  the  magnitude  of  the 
problem.  Second,  a  summary  of  the  program  initiatives  that  we  are 
undertaking  to  address  problems  of  access  and  financing,  and, 
third,  some  suggestions  that  we  would  offer  to  the  committee  for 
additional  inquiry  in  consideration. 

First,  with  regard  to  indicators  of  the  magnitude  of  the  problem, 
our  experience  suggests  that  it  is  serious  and  getting  worse.  Bad 
debts  at  Hartford  Hospital  net  of  recoveries  amounted  to  more 
than  $16  million  in  1990,  and  this  amount  as  a  percentage  of  total 
gross  revenues  has  increased  by  more  than  40  percent  during  the 
last  5  years. 

However,  the  real  impact  of  the  uninsured  care  issue  is  evi- 
denced in  hospital  emergency  rooms  and  clinics.  For  example,  we 
are  located  in  the  center  of  the  city  and  provide  care  for  more  than 
90,000  patients  visiting  our  emergency  room  each  year,  30  percent 
of  whom  are  uninsured,  a  number  that  traditionally  increases 
slightly  each  year. 

We  provide  primary  care  in  a  number  of  clinics  to  more  than 
85,000  outpatients  annually.  Furthermore,  we  sponsor  a  communi- 
ty health  clinic  off  our  main  site  that  provides  care  for  the  elderly 
in  our  immediate  community. 

As  you  can  see,  we  provide  a  tremendous  amount  of  care  to  this 
population,  and  we  do  the  best  that  we  can  to  provide  this  care 
with  excellence.  However,  in  too  many  instances,  particularly  for 
patients  who  seek  primary  care  in  an  emergency  room  setting,  the 
care  is  episodic  rather  than  continuous. 

Let  me  now  mention  a  few  of  the  initiatives  that  we  as  a  system 
expect  to  help  ameliorate  the  health  care  access  problems  of  the 
uninsured. 

During  the  past  several  years,  we  in  Newington  Children's  Hos- 
pital have  worked  together  to  plan  for  the  move  of  the  existing  sub- 
urban-based Newington  Hospital  to  a  site  on  our  main  hospital 
campus.  This  is  a  move  that  makes  sense  given  the  age  of  the  pedi- 
atric facilities  at  both  sites,  and  the  opportunity  to  integrate  the 
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pediatric  services  of  Hartford  and  Newington  Children's  and  there- 
by improve  continuity  of  care. 

This  move  will  also  increase  tremendously  the  access  for  an 
urban  population  to  specialized  pediatric  services  that  are  provided 
only  by  Newington. 

A  significant  part  of  the  project  is  the  intention  to  establish  a 
special  fund  dedicated  to  the  provision  of  primary  care  for  the  chil- 
dren of  our  city  and  the  region.  This  fund  is  planned  to  be  estab- 
lished through  contributions  from  the  endowment  of  Newington 
and  contributions  from  other  health  care  organizations  and  corpo- 
rate benefactors.  Thus,  there  is  an  intention  to  commit  as  a  com- 
munity significant  funds  to  improve  continuity  and  quality  of  care 
for  patients  many  of  whom  are  uninsured. 

There  is  a  third  important  program  we  have  initiated  that 
should  help  to  address  the  problems  of  financing  care  for  the  unin- 
sured. This  initiative  is  called  MedSpan.  It  is  the  first  in  the  State 
of  a  provider-sponsored  preferred-provider  network  in  which  hospi- 
tals and  physicians  participate  with  employers  to  design  health 
care  benefit  packages  with  incentives  to  rationalize,  not  ration,  the 
use  of  health  care  services. 

In  addition,  MedSpan  will  be  focusing  its  efforts  on  providing 
cost-effective  health  insurance  coverage  for  small  employers  whose 
employees  have  historically  been  most  at  risk  for  the  lack  of  insur- 
ance coverage. 

Furthermore,  through  the  use  of  a  sophisticated  data  base  to 
identify  and  correct  inappropriate  and  excessive  use  of  services  and 
through  higher  coinsurance  levels  and  higher  deductibles,  we  be- 
lieve that  MedSpan  will  help  us  to  achieve  the  goal  that  everyone 
has,  improved  access  to  and  quality  of  patient  care  at  costs  that  are 
acceptable  to  employers. 

This  brings  me  to  the  third  and  final  section  of  my  comments 
this  morning,  some  suggestions  for  additional  inquiry  and  consider- 
ation. 

The  financing  of  care  for  the  uninsured  demands  an  explicit 
health  care  policy  choice.  Hospitals  obviously  have  an  ethical  obli- 
gation to  provide  appropriate  care  for  those  who  seek  it  at  their  fa- 
cilities. The  greatest  burden  of  the  care  of  the  uninsured  in  Con- 
necticut falls  to  larger  hospitals  in  urban  areas  with  concentrations 
of  people  who,  generally  speaking,  have  lower  per  capita  income 
and  significantly  greater  health  status  problems. 

I  would  emphasize  at  this  point  that  the  institutions  in  our 
system  and  in  this  State  are  not-for-profit  organizations;  that  is, 
public  trusts  provide  care,  irrespective  of  the  patient's  ability  to 
pay.  Thus,  once  patients  arrive  at  our  emergency  room,  at  our  clin- 
ics, they  have  access  to  the  full  array  of  services  provided  by  our 
institution. 

At  the  same  time,  in  fulfilling  this  obligations,  we  put  our  viabili- 
ty at  risk.  The  fact  is  that  providers  who  serve  a  proportionately 
large  population  of  State  and  federally  insured  patients  and  unin- 
sured patients,  because  of  geographical  location  or  limited  geo- 
graphic reach  of  clinical  services,  face  a  threatened  future. 

As  has  already  been  mentioned,  partly  as  a  result  of  this  situa- 
tion in  our  own  city.  Mount  Sinai  Hospital's  status  as  an  independ- 
ent financially  viable  institution  has  been  altered. 
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In  conclusion,  we  know  that  the  way  the  issue  of  the  uninsured 
is  resolved  has  far-reaching  implications  for  access  to  care  for  these 
P'jople,  for  the  future  financial  health  and  viability  of  organizations 
that  seek  to  address  their  needs,  and  for  the  costs  of  care  for  Gov- 
ernment and  industry. 

We,  therefore,  support  a  collaborative  effort  involving  Govern- 
ment, business,  labor,  insureds,  and  health  care  providers  that  ex- 
plicitly addresses  the  ethical  quality  of  care  and  economic  issues  re- 
lated to  the  provision  of  care  for  the  uninsured. 

Thank  you  very  much  for  this  opportunity  to  share  our  experi- 
ences and  views,  and  thank  you  for  coming  to  the  Connecticut 
area. 

[The  prepared  statement  follows:] 
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Hartford  Hospital 
Hartford,  Connecticut 

Testimony  before  the  Health  Subcommittee 
of  the  Ways  and  Means  Committee 
Concerning  Care  for  the  Indigent 

25  February  1991 

Good  morning  Mr.  Chairman  and  members  of  the  Committee.  I 
am  John  Meehan,  President  and  Chief  Executive  Officer  of  the 
Hartford  Hospital.     Hartford  Hospital  is  a  member  of  the 
Connecticut  Health  System  (CHS) ,  a  three-hospital  system  that 
provides  inpatient  care  for  one  out  of  every  eight  patients 
admitted  to  a  hospital  in  Connecticut,  and  the  system  is  also  one 
of  the  largest  providers  of  outpatient  services  in  the  State. 
Collectively,  the  CHS  hospitals  have  large  scale  and  first  hand 
experience  with  the  problems  related  to  access  to  care  and  the 
financing  of  care  for  the  uninsured  and  the  underinsured  in  both 
urban  and  suburban  settings,  and  I  hope  that  our  experience  will 
be  of  use  to  you  in  your  deliberations. 

My  comments  are  organized  as  follows:     1)     First,  a  brief 
summary  of  the  financial  and  non-financial  indicators  of  the 
magnitude  of  the  problem,     2)     Second,  a  summary  of  the  program 
initiatives  that  our  system  is  undertaking  to  address  problems  of 
access  and  financing;  and  3)  Third,  some  suggestions  that  we 
would  offer  to  the  Committee  for  additional  inquiry  and 
consideration . 

First,  with  regard  to  indicators  of  the  magnitude  of  the 
problem,  our  experience  suggests  that  it  is  serious  and  it  is 
getting  worse.     Bad  debts  at  Hartford  Hospital,  net  of 
recoveries,  amounted  to  more  than  $16  million  in  1990,  and  this 
amount,  as  a  percentage  of  total  gross  revenues,  has  increased  by 
more  than  forty  percent  during  the  last  five  years.     However,  the 
real  impact  of  the  uninsured  care  issue  is  evidenced  in  hospital 
emergency  rooms  and  clinics.     For  example,  the  Hartford  Hospital, 
located  in  the  center  of  the  City,  provides  care  for  more  than 
90,000  patients  visiting  our  emergency  room  each  year,  thirty 
percent  of  whom  are  uninsured.     We  provide  primary  care  in  a 
number  of  clinics  to  more  than  85,000  outpatients  annually. 
Furthermore,  we  sponsor  a  community  health  clinic  off  our  main 
site  that  provides  care  for  the  elderly  in  our  immediate 
community.     As  you  can  see,  we  provide  a  tremendous  amount  of 
care  to  this  population,  and  we  do  the  best  that  we  can  to 
provide  this  care  with  excellence.     However,  in  too  many 
instances,  particularly  for  patients  who  seek  primary  care  in  an 
emergency  room  setting,  the  care  is  episodic  rather  than 
continuous . 

Let  me  now  mention  a  few  of  the  initiatives  that  we,  as  a 
system,  expect  to  help  ameliorate  the  health  care  access  problems 
of  the  uninsured.     During  the  past  several  years,  Hartford 
Hospital  and  the  Newington  Childrens'  Hospital  have  worked 
together  to  plan  for  the  move  of  the  existing  suburban-based 
Newington  Hospital  to  a  site  on  our  main  hospital  campus.  This 
is  a  move  that  makes  sense,  given  the  age  of  the  pediatrics 
facilities  at  both  sites  and  the  opportunity  to  integrate  the 
pediatrics  services  of  Hartford  Hospital  and  Newington  Childrens' 
Hospital  and  thereby  improve  continuity  of  care.     This  move  will 
also  increase  tremendously  the  access,  for  an  urban  population, 
to  specialized  pediatrics  services  that  are  provided  only  by 
Newington  Childrens'  Hospital. 

A  significant  part  of  the  Newington  project  is  the  intention 
to  establish  a  special  fund  dedicated  to  the  provision  of  primary 
care  for  the  children  of  our  City  and  the  region.    This  fund  is 
planned  to  be  established  through  contributions  from  the 
endowment  of  the  Newington  Childrens'  Hospital  and  contributions 
from  other  health  care  organizations  and  corporate  benefactors. 
Thus,  there  is  an  intention  to  commit,  as  a  community, 
significant  funds  to  improve  continuity  and  quality  of  care  for 
patients,  many  of  whom  are  uninsured. 

There  is  a  third  important  program  that  we  have  initiated 
that  should  help  to  address  the  problems  of  financing  care  for 
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the  uninsured.     This  initiative  is  called  MedSpan.     MedSpan  is  a 
provider-sponsored  "preferred  provider  network"  in  which 
hospitals  and  physicians  participate  with  employers  to  design 
health  care  benefits  packages  with  incentives  to  rationalize  — 
not  ration  —  the  use  of  health  care  services.     In  addition, 
MedSpan  will  be  focusing  its  efforts  on  providing  cost-effective 
health  insurance  coverage  for  small  employers,  whose  employees 
have  historically  been  most  at  risk  for  lack  of  insurance 
coverage.     Furthermore,  through  the  use  of  a  sophisticated  data 
base  to  identify  and  correct  inappropriate  and  excessive  use  of 
services  and  through  higher  co-insurance  levels  and  higher 
deductibles,  we  believe  that  MedSpan  will  help  us  to  achieve  the 
goal  that  everyone  has:     improved  access  to,  and  quality  of, 
patient  care,  at  costs  that  are  acceptable  to  employers. 

This  brings  me  to  the  third  and  final  section  of  my  comments 
this  morning:     some  suggestions  for  additional  inquiry  and 
consideration.     The  financing  of  care  for  the  uninsured  demands 
an  explicit  health  care  policy  choice.     Hospitals  obviously  have 
an  ethical  obligation  to  provide  appropriate  care  for  those  who 
seek  it  at  their  facilities.     The  greatest  burden  of  care  for  the 
uninsured  in  Connecticut  falls  to  larger  hospitals  in  urban 
areas,  with  concentrations  of  people  who,  generally  speaking, 
have  lower  per-capita  incomes  and  significantly  greater  health 
status  problems.     I  would  emphasize,  at  this  point,  that  the 
institutions  in  the  Connecticut  Health  System  are  not-for-profit 
organizations  that,  as  public  trusts,  provide  care  irrespective 
of  the  patient's  ability  to  pay.     Thus,  once  patients  arrive  at 
our  emergency  room  or  at  our  clinics,  they  have  access  to  the 
full  array  of  services  provided  by  our  institution. 

At  the  same  time,  in  fulfilling  this  obligation,  we  put  our 
viability  at  risk.     The  fact  is  that  providers  who  serve  a 
proportionately  large  population  of  state  and  Federally-insured 
patients  and  uninsured  patients,  because  of  geographic  location 
or  limited  geographic  reach  of  clinical  services,  face  a 
threatened  future.     Partly  as  a  result  of  this  situation  in  our 
own  City,  Mt.  Sinai  Hospital's  status,  as  an  independent, 
financially  viable  institution,  has  been  altered. 

In  conclusion,  I  would  point  out  that  the  way  that  the  issue 
of  the  uninsured  is  resolved  has  far  reaching  implications  for 
access  to  care  for  these  people,  the  future  financial  health  and 
viability  of  organizations  that  seek  to  address  their  needs,  and 
the  costs  of  care  for  government  and  industry.     We  therefore 
support  a  collaborative  effort,   involving  government,  business, 
insurers,  and  health  care  providers,  that  explicitly  addresses 
the  ethical,  quality  of  care,  and  economic  issues  related  to  the 
provision  of  care  for  the  uninsured. 

Thank  you  very  much  for  this  opportunity  to  share  our 
experience  and  views  with  you. 
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Chairman  Stark.  I  want  to  thank  all  of  you.  If  you  will  bear 
with  us  now,  the  members  would  like  to  question  you. 
Mr.  Donnelly. 

We  will  start  with  Ms.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman. 

Just  a  couple  of  quick  short  questions  and  then  a  general  ques- 
tion to  the  panel. 

Hartford  Hospital  turned  to  self-insurance  some  years  ago.  Could 
you  give  us  some  sense  of  the  effect  on  costs  and  quality  of  care 
that  becoming  self-insured  had? 

Mr.  Meehan.  Are  you  speaking  about  the  malpractice  self-insur- 
ance program,  Nancy? 

Mrs.  Johnson.  Yes. 

Mr.  Meehan.  Yes.  Back  in  1980,  we  set  up  a  program  with  Aetna 
that  has  about  11  years  of  experience,  and  it  has  had  a  very  posi- 
tive track  record. 

We  recently  reorganized  it  last  October,  but  the  essential  princi- 
ples are  the  same,  and  the  bottom  line  is  the  rates  that  we  charge, 
we  are  able  to  charge  our  physician  members  and  the  hospital  are 
about  30  to  40  percent  less  than  what  they  get  on  the  open  market, 
and  the  track  record  in  terms  of  claims  and  settlements  is  very  fa- 
vorable as  evidenced  by  our  ability  to  charge  less. 

So  I  think  that  has  had  a  direct  impact  on  lowering  the  cost  in 
its  own  way. 

Mrs.  Johnson.  Ms.  Turner,  thank  you  for  your  excellent  presen- 
tation about  the  community  health  centers  in  Connecticut.  As  a 
system,  I  am  very  impressed  with  what  you  do  and  see  you  as  a 
promising  avenue  of  solution. 

However,  I  am  also  concerned  with  what  is  happening  in  the 
malpractice  liability  system  in  regards  to  health  clinics.  We  spend 
$50  to  $60  million  a  year  on  malpractice  insurance  for  community 
health  centers  out  of  a  total  budget  of  $550  million.  So  $50  to  $60 
million  out  of  $550  million  is  big  money.  That  money  could  care  for 
500,000  more  people,  and  your  claims  are  only  3  to  5  million,  and 
as  a  system,  we  pay  such  big  premiums. 

In  your  clinic,  what  kind  of  costs  do  you  have  for  malpractice 
and  do  you  have  any  idea  of  how  much  costs  you  have  in  claims 
and  how  many  people  you  could  serve,  were  you  able  to  dedicate 
that  money  to  people  and  health  care? 

Ms.  Turner.  Well,  first  of  all,  our  health  center  has  been  very 
fortunate  in  that  we  have  had  no  claims.  We  unfortunately, 
though,  have  to  pay  the  going  rate  for  malpractice  insurance. 

We  have  been  insured  through  an  agreement  with  Hartford  Hos- 
pital, which  has  helped  some  to  keep  those  costs  down.  So  histori- 
cally, our  rates  have  run  around  $25,000  to  $30,000  a  year.  We 
could  see  lots  of  clients  for  that  money. 

As  you  are  aware,  the  community  health  center  national  move- 
ment is  appealing  to  Congress  to  approve  community  health  cen- 
ters under  the  Federal  tort  system,  so  that  we  would  not  be  liable 
for  malpractice  costs  and  would  in  effect  pay  only  if  there  were 
claims  directly  against  us. 

Mrs.  Johnson.  Thank  you,  and  we  will  be  pursuing  that  with 
you. 


43 


To  the  panel  in  general,  you  know,  one  of  the  really  difficult 
issues  in  this  whole  area  is  whether  the  Federal  Government,  the 
public  policymakers,  are  better  able  to  control  costs  than  the  pri- 
vate sector.  I  would  ask,  particularly  the  hospital  people,  from  your 
experience,  have  our  cost  control  efforts  been  more  effective  than 
your  cost  control  efforts. 

Our  cost  control  efforts  have  been  primarily  effected  through  re- 
imbursement levels.  The  ultimate  example  of  cost  control  in  the 
public  sector  is  Medicaid,  where  we  have  controlled  costs  by  simply 
not  paying,  but  I  think  that  we  need  to  understand  more  clearly 
some  of  the  dramatic  changes  you  have  made  to  control  costs,  par- 
ticularly in  light  of  your  comments  and  each  one  of  you  did  men- 
tion managed  care. 

What  has  been  your  experience?  How  do  you  think  that  you  can 
control  costs  and  to  what  degree? 

Mr.  Meehan.  Let  me  start.  One,  I  think  where  the  public  sector 
in  my  judgment  has  given  us  a  clear  mandate  is  in  the  DRG 
system,  that  at  least  gives  clinicians  and  administrators  a  common 
ground  to  focus  in  on. 

So  I  think  that  the  DRG  systems,  although  one  could  quibble 
about  the  adequacy  of  the  reimbursement  and  all,  I  think  as  a  con- 
cept, it  was  a  step  forward  because  for  the  first  time,  everybody 
could  speak  the  same  language. 

From  the  standpoint,  however,  of  managing  costs,  in  our  person- 
al experience,  the  best  experience  we  have  had  was  we  set  up  an 
independent  practice  association  HMO  called  ConnectiCare  that 
has  proved  to  be  one  of  the  few  but  most  successful  provider-spon- 
sored HMOs  that  I  am  aware  of  and  now  has  over  a  100,000  sub- 
scribers, and  in  terms  of  utilization  and  in  terms  of  the  attitude  of 
the  providers  vis-a-vis  the  managed  care  experts,  it  is  a  very — it  is 
a  relatively  positive  and  constructive  relationship  where  they  are 
both  looking  at  costs  and  quality  together  at  the  same  table  rather 
than  as  an  adversarial  relationship  which  has  happened  in  a 
number  of  the  other  arenas. 

Ms.  Turner.  I  would  like  to  quickly  make  a  comment  on  that, 
also.  It  may  not  be  politically  wise  for  all,  but  I  think  it  is  impor- 
tant to  speak  for  America's  uninsured. 

Is  the  Federal  Government  better  able  to  control  costs  than  the 
private  sector?  I  would  say  yes,  and  I  think  that  has  been  proven.  I 
think  it  is  proven  in  that,  first  of  all,  we  know  that  prevention  is 
the  aspect  that  is  going  to  control  costs,  not  cure.  If  you  wait  until 
you  treat  major  problems,  the  costs  are  far  more  excessive,  and  I 
think  because  the  administrative  overhead  is  a  significant  aspect 
and  the  fact  that  the  Medicaid  and  the  Medicare  administrative  as- 
pects are  about  3  percent  in  overhead  versus  private  plans  that  are 
at  23  percent,  I  think  the  fact  that  these  programs  have  the  type  of 
cost  controls  that  they  do  make  them  more  effective. 

Mr.  Tanner.  I  think  the  greatest  concern  that  we  have  is  that 
there  is  no  question  that  demand  for  health  care  is  virtually  insa- 
tiable, and  unless  someone  sets  limits,  and  where  best  to  set  these 
limits  than  at  the  national  level,  we  will  simply  run  into  difficulty 
time  and  time  again  because  of  the  pressures  that  are  on  us  to 
expend  dollars  in  health  care. 
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I  believe  that  a  combination  of  national  policy  coupled  with 
State-operated  programs  for  overseeing  the  costs  are  important. 

I  have  finally  come  to  the  conclusion  that  we  need  some  form  of 
regulation,  and  I  think  it  is  best  done  at  the  State  level  to  control 
the  number  of  facilities  that  are  built,  the  technology  that  is  added, 
and  how  in  fact  dollars  will  be  spent. 

If  we  do  not  do  that,  we  will  continue  to  have  chaos,  and  we 
cannot  have  either  on  a  locale  of  city  or  State  policies  that  differ 
from  a  national  perspective. 

Mr.  D'Eramo.  One  of  the  examples  that  managed  care  has  shown 
us  is  that  incentives  have  to  be  present  for  all  of  the  participants. 

I  am  talking  about  providers,  I  am  talking  about  patients,  and  I 
am  talking  about  payers.  I  think  therein  lies  the  key  in  large  part 
to  why  we  have  been  reasonably  effective,  and  I  think  we  increas- 
ingly are  growing  so  with  managed  care. 

However,  the  problem  goes  beyond  the  ability  of  managed  care  to 
deal  with  it,  primarily  because  the  Government  has  the  over- 
whelming responsibility  at  this  point  in  time. 

Now,  what  is  the  problem?  Is  there  a  lack  of  ability  on  the  part 
of  the  Government  to  deal  with  it?  I  am  not  so  sure  it  is  a  question 
of  ability  versus  a  question  of  willingness  to  deal  with  it  and  bite 
the  bullet  insofar  as  some  of  the  difficult  considerations  that  have 
to  occur,  but  I  do  think  that  some  of  those  considerations  involve 
such  things  as  consolidation.  Medicare  and  Medicaid  in  terms  of 
the  management  of  those  two  programs  is  a  difficult  bureaucracy 
to  find  your  way  through.  I  think  that  has  to  be  looked  at  very 
closely. 

I  think  capitation,  if  well  done,  with  proper  attention  to  quality 
and  access  issues  and  not  just  skirting  around  the  issue,  might  be 
an  applicable  forum  for  a  defined  Medicaid  population,  but  I  do 
think  we  have  to  look  at  legitimate  risk  pooling,  also,  for  instance, 
in  this  State,  on  a  statewide  basis. 

Chairman  Stark.  Dr.  Adams. 

Dr.  Adams.  I  would  just  offer  the  comment  that  the  sense  of  con- 
centration on  access  for  33  million  uninsured  people  that  we  are 
talking  about  in  this  Nation  and  275,000  in  Connecticut  does  not 
relate  to  those  kinds  of  regulations  solely. 

Everything  is  not  based  on  dollars.  In  my  testimony,  I  tried  to 
heighten  the  awareness  of  infrastructure  development.  As  long  as 
funding  streams  from  Washington  and  all  of  its  subsets  continue  to 
segregate  prevention  centers  from  local  health  departments  and 
State  health  departments  and  other  primary  care  providers,  et  i 
cetera,  the  people  that  we  are  talking  about  will  never  get  in  to  the  I 
loop  of  this  system. 

In  Hartford,  we  have  a  program  which  is  called  the  Hartford 
Action  Plan  on  Infant  Health,  which  addresses  a  lot  of  the  morbidi- 
ty and  mortality  related  to  low  birth  weight.  The  Honorable  Bar- 
bara Kennelly  serves  on  that  particular  effort,  which  is  impactful. 

We  need  to  develop  community-based  primary  care  networks  to  ji 
get  at  the  people  we  are  talking  about.  Not  that  it  is  foreign  to  the  'f 
system  that  the  other  testifiers  have  commented  on  related  to  regu- 
lation. 
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I  question  whether  institutions  can  self-regulate  themselves  into 
the  kinds  of  controls  that  you  are  talking  about,  Representative 
Johnson. 

Chairman  Stark.  Thank  you,  and  at  this  point,  I  would  recognize 
the  Honorable  Barbara  B.  Kennelly. 

Mrs.  Kennelly.  Each  one  of  us  has  constituencies  writing  us, 
calling  us,  coming  to  see  us  in  our  office,  and  they  all  seem  to  have 
an  idea  that  there  can  be  a  health  care  system  where  everybody 
would  get  a  card  and  then  they  will  be  able  to  have  that  health 
care  when  they  need  it. 

We  are  wrestling  with  a  number  of  questions,  who  is  covered,  is 
it  a  comprehensive  plan,  is  it  a  catastrophic  plan.  We  asked  you 
here  because  you  are  right  on  the  front  lines,  you  are  the  provid- 
ers. 

If  you  could  ask  us  just  by  starting  to  do  one  thing  as  quickly  as 
possible,  could  I  ask  you  what  that  one  thing  would  be?  Before  we 
begin  to  completely  take  apart  the  system  we  have  now  because 
you  have  to  remember,  whereas  37  million  people  do  not  have 
access,  we  have  hundreds  of  thousands  that  do? 

[Pause.] 

Chairman  Stark.  Oh,  come  on.  She  is  tough,  I  want  to  tell  you. 
Somebody  better  have  an  answer  for  her. 

Ms.  Turner.  I  hope  it  is  comforting  to  see  that  we  do  not  have 
the  answer,  either.  I  would  have  to  say  if  there  is  one  thing,  that 
that  one  thing  be  an  emphasis  on  basically  a  modified  universal 
plan,  the  card-type  of  plan,  that  focuses  purely  on  the  uninsured, 
and  that  the  funding  for  this  be,  and  I  am  obviously  biased  on  the 
community  health  center  model,  but  part  of  that  reason  is  that  we 
are  not-for-profit  and  we  do  in  fact  turn  many  dollars  back  into  un- 
insured health  care,  so  that  anyone  who  presents  at  our  doors  is  in 
fact  seen. 

So  that  if  we  develop  a  model,  realizing  that  it  is  going  to  affect 
entitlement  programs  some,  but  if  you  amortize  the  costs  of  new 
start-ups  for  community  health  centers  over  time,  they  will  pay  for 
themselves  purely  in  cost  savings  from  improperly  utilized  existing 
systems. 

Mr.  Meehan.  The  first  word  that  came  to  my  mind  when  you 
asked  is  the  word  expectations,  and  that  may  be  the  hardest  thing 
to  deal  with,  but  it  is  my  initial  reaction. 

That  is,  all  of  us  who  are  at  the  table,  the  patient,  the  payer,  the 
employer,  the  provider,  public  policymakers,  have  to  somehow  get 
expectations  that  are  reasonable,  and  we  have  to  be  willing  to  com- 
promise. 

My  experience  is  that  when  people  sit  at  a  table,  they  have  one 
set  of  expectations,  but  when  they  need  care,  they  have  another  set 
of  expectations,  and,  so,  I  think  what  we  all  need  to  do  is  look  very 
hard  at  our  own  selves  and  what  we  are  able  to  do  and  set  reasona- 
ble expectations  and  make  priorities  after  that. 

I  think  if  public  policymakers  could,  for  example,  really  hammer 
home  that  the  national  priority  is  going  to  be  on  primary  preven- 
tive health  care  and  then  everything  goes  from  that,  that  would 
send  all  of  us  a  major  signal  that  would  affect  our  decisionmaking. 

Mr.  Tanner.  We  recently  had  a  patient  discharged  from  the  in- 
tensive care  unit  of  our  hospital,  whose  bill  over  the  little  over  a 
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year  they  were  in  the  hospital  came  to  slightly  over  half  a  million 
dollars  because  they  spent  their  entire  time  in  the  intensive  care 
unit. 

One  really  wonders  what  one  could  have  done  in  our  community 
with  that  half  million  dollars.  So  I  think  that  if  I  was  to  start  with 
a  very  pragmatic  program,  while  you  are  working  on  the  larger 
issues,  one  of  the  first  things  I  would  do  would  be  to  attempt  to 
involve  the  patients. 

When  they  sign  up  for  the  insurance  programs,  no  matter  what 
they  are  now,  have  them  work  toward  developing  a  plan  should  a 
catastrophic  event  occur.  If  you  were  to  take  the  dollars  that  we 
spent  during,  they  call  it,  their  last  period  or  their  last  admission 
and  redistribute  that,  we  could  do  so  much  more  for  our  population 
as  a  whole. 

Yet,  the  individual  patient  must  be  an  informed  patient  and  they 
must  make  those  decisions  before  the  emergency  occurs. 

Mr.  D'Eramo.  I  think  you  raise  a  question  that  has  a  lot  of  im- 
ponderable dimension  to  it.  I  think  clearly  what  we  are  facing  is  an 
era  of  choices,  and  it  is  difficult  to  know  where  to  start,  but  I  would 
suggest  this,  Congresswoman  Kennelly.  The  current  situation  is  ag- 
gravated further  insofar  as  there  are  continued  across-the-board 
cuts  to  current  entitlement  programs.  I  am  talking  about  Medicare 
and  Medicaid.  These  need  to  be  addressed  before  we  try  to  fix  the 
system. 

The  other  thing  I  would  suggest  is  that  we  focus  on  outcomes 
more.  I  think  we  are  seeing  that  locally,  and  the  points  made 
across  this  table  about  primary  care  and  prevention  are  real.  They 
can  work,  but  we  have  not  been  empowered  to  really  bring  to  bear 
the  resources  we  ought  to  on  these  areas,  and  I  think  that  is  an 
area  to  be  considered  for  the  future. 

Dr.  Adams.  Very  briefly,  Representative  Kennelly,  I  would  say 
that  you  need  to  wrestle  with  and  fight  your  way  through  the 
morass  that  prevents  a  policy  which  assures  universal  access,  build- 
ing on  the  existing  strengths  in  our  system,  and  not  calling  it  a 
nonsystem. 

Mrs.  Kennelly.  So  Fred,  am  I  to  assume  by  that  answer  that 
you  mean  you  take  the  pieces  of  the  system  we  have  now  that  are 
working  and  build  on  those  and  get  rid  of  the  ones  that  are  not 
working  and  not  try  to  come  in  with  an  entirely  new  system?  Is 
that  what  you  are  saying? 

Dr.  Adams.  Right  now,  we  have  no  signal  in  this  Nation  for  a 
policy  related  to  the  discussion  that  we  are  involved  in  now.  There- 
fore, the  Center  for  Disease  Control  sets  up  mechanisms  for  preven- 
tion centers  throughout  the  Nation,  absent  Connecticut  because  we 
did  not  get  an  application  in,  but  it  does  not  tie  the  other  primary 
care  networks  together  because  there  is  no  policy  that  they  can  be 
guided  by. 

So  if  we  are  to  get  to  the  people  that  we  are  talking  about 
through  the  infrastructure,  someone  has  to  send  the  signal,  and  it 
has  got  to  come  from  Washington. 

Mrs.  Kennelly.  Thank  you.  Doctor. 

Chairman  Stark.  Mr.  Donnelly. 

Mr.  Donnelly.  Thank  you,  Mr.  Chairman,  and  thank  you  all  for 
your  most  enlightening  testimony. 
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In  response  to  Mrs.  Kennelly's  question,  you  all  almost  unani- 
mously stated  the  importance  of  primary  care,  diagnostic  preven- 
tive care. 

When  we  are  talking  about  the  uninsured,  and  when  you  talk 
about  the  uninsured,  you  are  really  talking  about  either  the  under- 
employed, the  unemployed,  the  people — the  most  dispossessed 
people  in  our  society,  the  long-term  uninsured,  how  do  you  get  good 
primary  care  or  diagnostic  care  when  you  have  a  situation  where  it 
seems  from  your  testimony,  Mr.  Tanner,  that  you  have  physicians 
that  will  not  see  these  folks  because  of  what,  the  reimbursement? 
Because  of  the  lack  of  speed  in  paying  the  bill? 

What  percentage  of  the  physicians,  doctor,  in  Connecticut  refuse 
to  take  Medicaid  patients?  Do  you  have  those  statistics? 

Dr.  Adams.  I  do  not  have  those  statistics  on  that  at  all. 

Mr.  Donnelly.  You  do  not  keep  statistics  on  that? 

Dr.  Adams.  I  have  a  feeling  about  it.  No,  not  at  the  Department 
of  Health  Services,  we  would  not  have  anything  on  that. 

Mr.  Donnelly.  Give  me  your  feeling  about  it. 

Dr.  Adams.  I  would  have  a  feeling  from  my  own  professional  ex- 
perience as  a  dental  clinician  and  public  health  person  that  a  stag- 
gering percentage,  over  50  percent,  would  have  unwritten  policies 
and  methods  of  avoidance  of  those  people  who  do  not  have  a  third 
party  insurance  or  identify  themselves  as  title  18  or  19  people. 

So  there  may  be  some  m.ore  specific  information  about  that  from 
my  colleagues,  but  a  very  high  percentage. 

Mr.  Donnelly.  I  would  like  to  ask  your  colleagues  if  they  would 
just  respond. 

Mr.  D'Eramo.  In  my  remarks,  Representative  Donnelly,  I  indi- 
cated that  the  patients  are  utilizing  the  institutional  clinics,  et 
cetera,  in  place  of  a  family  physician.  Part  of  the  irony  that  

Mr.  Donnelly.  Which  is  the  most  expensive  point  of  service. 

Mr.  D'Eramo.  Yes. 

Mr.  Donnelly.  Because  when  they  come  to  your  emergency 
room,  it  is  very  labor  intensive,  high  technology  intensive,  where  if 
they  had  a  primary  care  physician,  the  problem  might  have  been 
dealt  with  in  a  much  cheaper  way  much  more  quickly. 

Mr.  D'Eramo.  Assumedly,  part  of  that  condition  evolves  from  the 
fact  that  they  do  not  have  access  to  primary  care  physicians.  The 
other  part  could  be  voluntary,  but  the  irony  is  that  the  reimburse- 
ment even  at  the  clinic  level,  and  this  is  where  the  system  really 
breaks  down  and  people  are  denied  access  and  the  problem  goes 
round  and  round,  is  terribly  inadequate. 

So  the  clinic  is  compensated  less  in  fact  than  the  compensation 
for  a  normal  doctor's  visit  for  the  same  patient  entering  the 
system. 

Mr.  Tanner.  It  is  a  combination  of  underpayment  and  bureau- 
cratic morass. 

We  have  something  called  the  UB-82. 

Mr.  Donnelly.  You  mentioned  in  your  statement,  Mr.  Tanner, 
that  poor  people  end  up  in  your  institution  because  they  do  not 
have  insurance  or  primary  care  physicians  will  not  serve  them. 

Mr.  Tanner.  That  is  correct,  and  we  see  that  ever  increasing, 
but  when  a  doctor  has  to  complete  a  document  to  bill  an^  agency 
and  the  background  material  that  explains  the  physician's  office 
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practice,  how  to  fill  out  the  billing  document,  is  over  200  pages 
long,  it  really  becomes  a  nightmare. 

So  I  think  the  underreimbursement  gives  a  good  excuse  not  to  go 
through  the  bureaucratic  end  of  the  bargain. 

Ms.  Turner.  Thank  you. 

There  was  a  1980  survey  in  Hartford  by  the  Health  Systems 
Agency  that  shows  that  less  than  35  percent  of  primary  care  pro- 
viders regularly  accepted  Medicaid  clients.  Examples  of  this  are  at 
our  health  center.  We  serve  South  Hartford,  we  have  zero  physi- 
cians who  will  accept  ophthamology  referrals  in  the  area.  For  med- 
icine specialists,  we  refer  to  Hartford  Hospital  because  most  spe- 
cialists are  not  accepting  uninsured  low-income  individuals,  and  for 
Medicare-Medicaid,  as  Dr.  Adams  referred  to,  many  of  them  will 
tell  you  on  the  telephone,  yes,  we  do  accept,  but  they  may  have  an 
internal  restriction  for  three  clients  per  year  and  these  types  of 
things,  so  that  they  get  around  the  obvious  admission  that  they  do 
not  accept  them. 

Mr.  Donnelly.  Just  one  quick  followup. 

Where  do  you  get  your  physicians?  Is  it  mostly  young  physicians 
paying  back  college  loans  at  the  National  Health  Service  program? 

Ms.  Turner.  Well,  because  of  the  effects  of  the  Reaganomics  on 
National  Health  Service  Corps  physicians,  we  have  zero  National 
Health  Service  Corps  physicians  at  this  time.  I  wish  we  did  have 
them. 

We  have  an  internist,  a  vacancy  for  an  internist  at  our  facility 
right  now  that  we  are  trying  to  recruit  for.  It  is  very  difficult  for  us 
to  get  physicians  because  we  do  not  pay  the  salaries  that  many  of 
the  hospitals  and  other  providers  pay,  so  that  we  are  very  happy 
about  the  reinstitution  of  the  National  Health  Service  Corps  and 
hope  that  will  help  us  in  the  future. 

But  we  advertise  in  newspapers,  journals,  the  schools,  and  things 
of  that  nature. 

Mr.  Meehan.  Two  quick  comments.  One,  it  is  hard  for  the  pri- 
vate sector  to  recruit  primary  care  people,  internists,  obstetricians, 
pediatricians,  just  because  the  system  just  does  not  encourage  it, 
and  you  know  that  as  well  as  I  do. 

Second,  in  a  comment  that  is  meant  to  be  constructive,  I  think  it 
would  be  good  to  get  direct  feedback  from  the  practicing  physi- 
cians, not  the  AMA  people  or  the  Hartford  County  Medical  Asso- 
ciation people,  with  all  due  respect,  but  the  person  who  is  manag- 
ing an  office  because  they  really  are  overwhelmed  with  some  of  the 
things  that  Alfreda  mentioned,  and  their  offices  still  are  busy  but 
they  have  higher  overhead  with  more  staff  needed  just  to  do  all  the 
paper  work,  and  my  worry  is  that  we,  in  the  future,  still  be  able  to 
recruit  the  best  and  the  brightest  to  go  into  the  health  care  profes- 
sions, including  

Mr.  Donnelly.  Well,  the  reason  I  asked  the  question  is  because 
we  do  not  have  physicians  testifying  this  morning,  or  at  least  rep- 
resentatives of  their  association. 

It  is  important  that  you  people  that  run  the  institutions  and  the 
State  programs  give  us  the  perspective  of  what  you  think  the  prob- 
lem is  with  physicians  not  seeing  uninsured  lower  income  folks, 
and  then  we  will  give  them  an  opportunity  some  time  later  on  to 
give  their  side  of  the  story. 
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Thank  you,  Mr.  Chairman. 

Chairman  Stark.  Mr.  Levin. 

Mr.  Levin.  Thank  you,  Mr.  Chairman. 

I  hope  I  can  be  heard  through  my  cold.  I  need  some  primary 
care. 

This  is  such  a  compHcated  question,  Mr.  Chairman  and  col- 
leagues, that  I  think  there  is  a  tendency  when  you  grab  at  one 
place,  it  explodes  someplace  else.  It  is  always  difficult  to  see  what 
it  all  means,  and  there  is  a  lot  of  verbiage,  a  lot  of  concepts,  et 
cetera. 

So  let  me  tell  you  about  a  couple  of  situations  I  learned  of  while 
in  Michigan  visiting  an  unemployment  compensation  line.  I  want 
to  compare  what  you  have  been  saying  and  what  is  going  on  in  my 
State  with  these  numbers  or  concepts  in  terms  of  real  people.  OK. 

One  was  a  woman  in  her  fifties.  She  worked  in  the  retail  indus- 
try in  Michigan.  There  is  obviously  a  contract  of  some  type  there. 
There  is  a  minimum  number  of  weeks  and  hours  one  has  to  work 
to  qualify  for  health  insurance.  It  was  something  like  16  weeks,  40 
hours  per  week.  She  works  15  weeks,  40  hours,  and  then  her  em- 
ployer works  her  the  16th  week  39  hours,  and  then  the  17th  week 
goes  back  to  40  hours.  So  she  never  works  16  consecutive  weeks. 
She  never  has  any  health  insurance. 

Now,  I  would  like  to  know  what  you  are  doing  here  that  relates 
to  this  person. 

The  second  was  a  couple.  He  is  a  tool  and  die  maker,  very  skilled 
apparently.  Because  of  the  state  of  the  tool  and  die  industry  in 
Michigan,  which  appears  not  much  different  than  in  other  States, 
this  man  has  not  been  able  to  obtain  jobs  directly  with  employers 
these  last  years.  Instead,  these  companies  hire  through  an  employ- 
ment agency,  an  employment  service.  That  employment  service 
does  not  pay  health  insurance,  though  the  company  that  they  hire 
into  does.  Obviously,  the  company  is  trying  to  avoid  the  cost  of 
health  insurance  and  is  using  the  employment  agency  hiring 
people. 

This  gentleman's  wife  works  in  an  industry  where  there  is  no  in- 
surance. He  works  in  an  industry  where  there  is  but  he  is  not  cov- 
ered because  of  his  arrangement,  and  this  has  been  going  on  for  10 
years. 

Now,  if  you  would,  give  me  from  your  perspective  the  answer  to 
this.  What  do  you  tell  those  people  here  in  Connecticut,  and  what 
do  you  think  I  should  tell  them? 

Dr.  Adams.  Well,  I  think  we  should  tell  them  the  truth,  that  we 
have  got  big  problems. 

Mr.  Levin.  They  know  that. 

Dr.  Adams.  It  is  a  very  human  problem,  and  that  is  what  cre- 
ates— that  is  why  the  legislature  created  the  New  Pathway  that  we 
are  pursuing  in  Connecticut. 

So  I  can  give  you  Connecticut's  response  to  the  very  case  study 
reports  that  you  are  citing  because  we  heard  them  from  all  over 
the  State  when  we  had  our  series  of  public  forums. 

So  in  Connecticut,  we  have  got  several  priorities,  and  this  is  not 
verbiage,  this  is  real.  Improve  Medicaid,  develop  affordable  insur- 
ance policies  for  small  businesses,  affordable  

Mr.  Levin.  Let  me  just  break  in  just  quickly. 
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Neither  would  be  eligible  for  Medicaid.  That  would  not  help 
them. 

Dr.  Adams.  All  right.  And  develop  special  public/private  coopera- 
tive approaches  for  our  highest  priority  population,  pregnant 
women  and  children,  and  we  are  working  to  develop  an  approach 
for  this  population  not  eligible  for  Medicaid  which  would  be — 
which  would  accommodate  what  you  are  talking  about  but  not  able 
to  afford  private  insurance. 

This  will  build  on  an  existing  insurance  structure  but  will  in- 
clude considerable  State  subsidy.  The  question  mark.  We  do  not  yet 
know  how  this  will  work  in  detail,  but  the  Connecticut  Health  Care 
Access  Commission  with  the  assistance  of  the  Department  of 
Health  Service  is  working  very  hard  on  this  problem  right  now. 

The  latter  part  would  be  a  sliding  scale  actuarially  possible  in- 
surance-related policy  that  would  help  those  two  studies  that — case 
studies  that  you  surfaced. 

Mr.  Levin.  Under  the  Connecticut  system  as  it  now  exists  with 
these  two  people,  actually  three,  would  they  be  assured  coverage? 

Dr.  Adams.  Not  unless  they  would  qualify  for  Medicaid.  They  are 
the  working  poor.  They  are  part  of  those  thousands  of  people  we 
are  talking  about. 

Mr.  Levin.  Do  you  want  to  comment  on  that? 

Mr.  Tanner.  I  think  the  first  example  would  be  a  little  more  dif- 
ficult to — I  am  not  saying  it  could  not  occur,  but  it  would  be  more 
difficult  to  see  in  our  State.  The  State  labor  department,  I  think, 
does  a  fine  job  of  looking  at  what  we  call  living  with  the  intent  of 
the  law,  and  we  have  had  instances  where  the  person,  you  know, 
works  as  you  say,  the  40  hours  x  number  of  weeks,  and  1  week 
before,  they  are  dropped,  and  then  are  brought  back  up.  This  is  re- 
ported to  the  State  labor  department.  They  investigate  it  and  find 
that  the  employer  in  fact  has  violated  the  intent  of  the  law. 

Mr.  Levin.  The  intent— what  law? 

Mr.  Tanner.  Well,  we  have,  for  instance — I  am  sorry.  When  I 
say  the  law,  it  is  usually  the  policy  of  the  employer;  that  is,  you 
have  to  work  so  many  hours  and  so  many  weeks.  So  the  labor  de- 
partment will  come  in  and  direct  that  employer  to  in  fact  provide 
coverage  for  the  individual. 

Mr.  Levin.  I  do  not  want  to  practice  law,  though  I  am  a  lawyer. 
But  I  think  it  would  be  difficult  to  show  a  violation  of  the  contract 
under  those  circumstances. 

Mr.  Tanner.  Well,  we  

Mr.  Levin.  I  raise  this  and  we  need  to  go  on,  but  I  just  want  to 
throw  out  the  challenge  here,  because  I  am  not  sure  what  the 
answer  is.  I  think  all  of  us  have  to  step  up  to  the  question  if  we  do 
not  cover  this  kind  of  instance,  is  it  an  adequate  response? 

Maybe,  Mr.  Chairman,  there  is  not  time  for  the  rest  of  the  panel 
to  respond,  but  it  worried  me  as  I  talked  to  them  because  as  a 
public  official,  I  had  no  answer. 

Ms.  Turner.  First  of  all,  I  think  in  your  first  scenario,  it  should 
be  unlawful  even  if  it  is  not  a  law  in  the  State,  and  I  feel  that  an  i 
employee  who  had  worked  as  you  described  should  be  eligible  at 
the  end  of  that  period  for  a  prorated  percentage,  if  not  full  percent-  if 
age,  of  health  insurance  coverage. 
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Your  second  scenario  regarding  the  couple  and  the  situation,  if 
they  hired  this  gentleman  through  an  employment  agency  and  con- 
sidering they  already  have  high  overhead  costs,  I  feel  it  should — 
there  should  be  a  mandatory  small  percentage  of  contribution  that 
the  employment  agency  should  have  to  pay  toward  health  insur- 
ance. 

Mr.  Levin.  It  does  not  exist,  though,  under  present  Connecticut 
law.  So  it  is  possible  that  these  two  instances  would  have  the  same 
result  in  Connecticut  as  they  do  today  in  Michigan,  and  I  do  not 
mean  that  critically  as  much  as  I  think  we  need  to  ask  ourselves 
where  we  are  going. 

All  right.  Thank  you,  Mr.  Chairman. 

Chairman  Stark.  Thank  you. 

Mr.  Coyne. 

Mr.  Coyne.  Thank  you,  Mr.  Chairman. 

I  wonder  if  the  four  panelists  who  represent  either  the  health 
center  or  the  hospitals  could  cite  what  the  percentage  of  your  char- 
ity care  is  as  it  relates  to  your  billings  for  each  of  your  institutions. 

Mr.  Meehan.  I  had  mentioned  our  bad  debts  in  1990  were  $16 
million  on  gross  revenues  of  about  $300  million  plus.  It  is  about  4.2 
percent  of  gross. 

Mr.  Donnelly.  Would  the  gentleman  yield? 

I  do  not  think  the  gentleman  is  asking  bad  debt.  He  is  asking 
charity  care. 
Mr.  Meehan.  Yes,  charity  care. 

Mr.  Donnelly.  Not  bad  debt  and  not  people  that  do  not  pay 
their  bills.  Many  of  us  on  the  committee  do  not  look  on  that  as 
charity  care.  That  is  people  that  stiff  the  institution.  This  is  charity 
care. 

Mr.  Coyne.  Unreimbursed  care. 

Mr.  Meehan.  OK.  It  probably  is  over  $20  million  in  total. 
Mr.  Coyne.  Total? 

Mr.  Meehan.  Yes.  We  are  close  to  $14  million.  On  billings  of 
about  $230  million. 
Mr.  Coyne.  Total  on  

Mr.  Tanner.  We  are  close  to  $5  million  on  about  $110  million 
worth  of  billings. 

Ms.  Turner.  Basically,  on  both  of  the  community  health  centers, 
it  is  running  about  10  percent  of  total  budget.  That  being  at  our 
center,  which  is  smaller,  about  a  $100,000  a  year;  at  the  other 
center,  about  $312,000. 

Mr.  Coyne.  The  reason  I  asked  the  question,  would  any  of  the 
panelists  be  in  favor  of  folding  unreimbursed  care  into  the  dispro- 
portionate share  formula,  and  if  so  how  would  this  benefit  your  in- 
stitution? 

Mr.  D'Eramo.  It  depends  on  what  you  mean.  Currently,  there  is 
a  calculation  for  disproportionate  share  that  takes  that  into  ac- 
count the  level  of  that. 

Chairman  Stark.  Excuse  me.  We,  for  posterity,  are  taking  this 
all  down,  and  our  court  reporter  is  in  the  back  of  the  room,  and  if 
we  do  not  use  the  mike,  your  words  of  wisdom  are  not  going  to  go 
back  with  us. 

So  I  would  thank  you  very  much  if  you  could  do  that. 
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Mr.  D'Eramo.  Currently,  there  is  a  formula  to  calculate  dispro- 
portionate share.  I  do  not  think  there  is  much  question  that  there 
are  holes  in  that  formula.  The  current  formula  does  not  allow  insti- 
tutions that  are  bearing  an  increasing  level  of  ' 'charity  care"  be- 
cause of  the  people  falling  through  the  cracks  in  terms  of  under- 
insurance and  unreimbursed  care. 

Mr.  Coyne.  So  you  would  maybe  look  with  some  positive  position 
on  that? 

Mr.  D'Eramo.  Yes. 

Mr.  Tanner.  I  believe  that  if  this  was  done  at  the  Federal  level, 
it  would  in  fact  help. 

In  Connecticut,  because  we  are  a  rate-regulated  State,  one  of  the 
few  in  the  country,  our  undercompensation  is  recognized  by  the 
rate-setting  authority  and  they  build  that  into  your  rate  for  the  fol- 
lowing year.  The  difficulty  is  that  if  you  have  a  disproportionate 
share  of  free  care  and  undercompensated  care,  although  you  are 
given  rate  relief,  you  then  suddenly  become  noncompetitive  be- 
cause your  rates  become  so  high  that  the  private  employer  then 
puts  in  disincentives  to  his  employees  to  use  your  facility. 

So  that  if  this  could  be  leveled  at  the  national  level,  it  would 
really  help. 

Mr.  Coyne.  Thank  you  very  much. 

Chairman  Stark.  Thank  you. 

I  have  just  a  couple  of  observations  and  a  question  or  two  for  the 
panel.  I  heard  a  question  about  whether  they  thought  that  the  Fed- 
eral Government  is  doing  a  good  job  of  controlling  costs,  and  it  is 
important  that  I  state  here  in  Connecticut  that  I  know  we  are.  We 
are  cutting  severily  the  hospital  costs,  but  that  is  my  fault. 

Barbara  and  Nancy  fight  me  all  the  time.  They  want  to  cut  costs 
in  California,  and  I  cut  costs  in  Connecticut.  They  are  your  heroes, 
and  in  spite  of  everything  I  try  to  do,  it  is  these  two  ladies  who 
save  the  hospital  industry  in  Connecticut  from  my  cost  cutting,  and 
I  take  full  responsibility  in  Connecticut.  [Applause.] 

But  they  have  got  to  say  that  in  California. 

Now,  Dr.  Adams,  in  reading  through  someone's  testimony 
coming  out  on  the  plane,  I  saw  a  figure  somewhere  of  $2,699  for 
the  average  cost  per  capita  in  Connecticut  for  health  care  in  1990. 

Is  that  a  ball  park  number  that  you  are  aware  of? 

Dr.  Adams.  I  am  not  aware  of  that  specific  figure,  but  that  would 
be  a  ball  park  figure. 

Chairman  Stark.  OK. 

Second,  a  political  question  since  I  believe  you  hold  a  political 
office.  I  am  looking  at  the  Connecticut  health  care  plan,  but  at  the 
same  time  I  am  reading  about  your  new  Governor's  attempt  to 
raise  taxes  and  the  budget  problems  that  Connecticut  has.  Is  it  rea- 
sonable to  expect,  and  I  ask  this  without  knowing  the  answer,  that 
Connecticut  is  going  to  want  to  spend  the  money  or  have  the 
money  to  pick  up  their  share  of  this  increased  Medicaid  benefit? 

Is  the  Medicaid  expansion  within  the  realm  of  possibility  or  are 
we  just  talking  about  a  plan  here  that  is  going  to  leave  out  the 
lower-income  population  in  Connecticut  because  of  the  State's  own 
budget  problems,  not  because  of  an  unwillingness  of  your  politi- 
cians to  want  to  do  the  right  thing.  But  without  the  money,  will 
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they  be  able  to  raise  the  Medicaid  benefits  as  a  practical  matter  to 
cover  the  poor  population  as  this  plan  envisions? 

Dr.  Adams.  I  think  that  is  a  fair  question.  I  know  very  little 
about  politics;  therefore,  I  will  be  the  former  commissioner  of  the 
State  come  March  1.  So  that  should  substantiate  that. 

You  hit  the  heart  of  the  matter.  It  is  going  to  be  costly.  It  is 
going  to  run  into  the  multiples  of  millions.  It  is  going  to  be  com- 
petitive with  other  priorities,  not  only  in  the  near  term  but  in  the 
long  term.  I  cannot  speak  for  the  new  administration  and  what 
their  priorities  are  going  to  be.  However,  the  standard  bearer  has 
talked  about  children  as  a  priority.  Children  is  common  threaded 
through  my  remarks. 

So  I  think  it  is,  to  answer  your  question,  it  is  going  to  be  a 
phased  step  toward  the  end.  It  is  not  going  to  be  one  fell  swoop  and 
we  will  implement  the  whole  thing  tomorrow.  But  I  do  not  think  it 
will  go  away.  I  think  the  Connecticut  Health  Care  Access  Commis- 
sion, and  you  will  hear  much  more  testimony  from  them,  is  so  di- 
verse and  representative  of  the  will  of  this  State  that  politically  it 
will  not  go  away. 

Chairman  Stark.  An  aside.  Do  you  think  that  any  member  of 
the  Connecticut  Health  Care  Commission  was  uninsured? 

Dr.  Adams.  No,  not  at  all. 

Chairman  Stark.  We  have  not  had  any  in  our  commissions 
either,  but  it  is  always  an  interesting  question.  I  was  on  the  Pepper 
Commission,  and  I  have  seen — and  there  has  never  been  an  unin- 
sured person  on  the  commissions. 

So  I  always  feel  that  we  do  not  quite  understand  the  urgency 
that  the  people  without  insurance  feel. 

Do  you  think  if  insurance  becomes  available  at  a  reasonable  cost, 
whatever  reasonable  cost,  a  couple  of  thousands — let  us  say  $2,500 
a  year,  that  the  service  workers  and  the  fast-food  workers  and  the 
construction  workers  who  may  work  part-time  are  going  to  have 
this  insurance  available  to  them  from  their  place  of  employment? 
What  does  your  gut  tell  you? 

Do  you  think  you  are  going  to  get  all  of  the  people  who  are  now 
uninsured  covered? 

Dr.  Adams.  No,  I  do  not;  but  I  think  it  will  be  a  step  in  the  right 
direction  and  over  time  certainly  will  be  able  to  attract  the  critical 
mass. 

Chairman  Stark.  I  guess  my  prejudice  is  coming  forth.  I  believe 
that  we  have  to  leave  behind  this  vestige  of  employment-based  in- 
surance for  those  who  do  not  fit  the  traditional  employment  mold 
of  working  40  hours  a  week,  50  weeks  a  year. 

We  are  dealing  with  people  who  are  on  the  marginal  end  of  the 
job  market,  and  I  do  not  personally  see  any  way  that  we  can  do 
anything  but  allow  everyone  coverage.  No  ands,  ifs,  or  buts.  Now, 
we  may  not  be  able  to  give  everybody  as  many  benefits  as  we  want 
to  begin  with,  but  let  us  put  everybody  in  the  box  and  not  worry 
about  who  pays  for  the  kids. 

If  we  have  an  employer-based  system,  what  do  you  do  when  you 
have  two  working  parents?  Does  one  employer  pay  for  the  kids  or 
does  the  other?  Why?  I  mean  there  are  a  whole  lot  of  potential 
problems — but  those  are  my  prejudices,  and  it  would  not  be  fair  to 
the  other  witnesses  if  I  did  not  say  that. 
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Dr.  Adams.  I  would  just  say,  however,  that  I  would  not  bet  every- 
thing on  a  national  health  insurance.  A  national  health  policy  is 
distinctly  different  and  everything  is  not  predicated  on  dollars  for 
access. 

Chairman  Stark.  There  is  no  question  about  that.  I  am  just  sug- 
gesting that  at  this  point  in  the  decisionmaking,  it  seems  to  me 
that  you  have  got  to  go  one  way  or  the  other.  You  either  have  to 
take  what  we  call  the  social  model  of  access,  which  basically  says 
we  are  going  to  cover  every  resident  of  Connecticut,  or  you  say  cov- 
erage has  to  come  through  the  employer.  If  you  do  that,  then  you 
have  to  do  a  whole  lot  of  twisting  and  fudging  and  fishing  to  put 
square  pegs  in  round  holes  if  they  do  not  quite  fit  the  employment 
pattern. 

And  without  any  prejudice  to  whether  that  is  a  State  law  or  a 
Federal  law,  I  am  just  saying  that  it  has  always  troubled  me  to 
keep  hanging  on  to  this  employment-based  model  when  it  is  the  er- 
ratic nature  of  the  employment  which  often  causes  the  problem. 

I  wanted  to  ask  Dr.  D'Eramo  two  questions.  The  cost-shifting 
thing  is  something  that  you  bring  up  in  your  testimony,  and  you 
list  six  areas. 

Mr.  D'Eramo.  Yes,  yes,  that  is  correct. 

Chairman  Stark.  I  am  going  to  make  a  statement,  and  I  wonder 
if  you  would  agree  with  this.  It  really  does  not  make  any  difference 
if  you  allow  people  to  bargain,  if  CIGNA  comes  to  your  hospital 
and  says  I  have  got  10,000  people  and  I  want  you  to  cut  your  daily 
rate,  you  do  not  have  much  choice.  So  you  then  have  to  raise  the 
rate  on  somebody  else,  do  you  not? 

I  mean  does  it  make  any  difference  if  Medicare  cuts  your  pay- 
ment or  Medicaid?  As  long  as  anybody  is  pushing  on  you  for  a 
lower  price,  you  have  got  to  adjust  over  here  and  unless  there  is  a 
fixed  rate  that  you  cannot  deviate  from  either  by  law  or  because 
you  control  the  market,  it  does  not  make  much  difference  who  is 
cost  shifting,  or  does  it? 

I  mean  do  you  care  who  is  bargaining  the  toughest? 

Mr.  D'Eramo.  Yes,  unfortunately,  on  two  scores,  because  I  have 
friends  in  this  audience  and  we  are  in  a  deregulated  State. 

We  do  have  that  delimiting  factor  that  we  have  to  work  within. 
So  there  is  a  

Chairman  Stark.  You  are  prevented  from  cost  shifting? 

Mr.  D'Eramo.  To  a  certain  extent. 

Chairman  Stark.  What  a  wonderful  State. 

And  I  also  wanted  to  ask,  because  I  am  faced  by  your  trade  asso- 
ciation each  year  with  this  threat  of  the  sword  of  Damocles  of  hos- 
pitals closing,  and  you  represent  a  hospital  that  is  closed,  but  it  is 
still  open,  is  it  not?  Was  that  closing  the  end  of  the  world  or  are 
mergers  sometimes  closures  which  can  be  a  blessing  in  disguise  if 
two  groups  get  together  and  find  a  way  to  work  out  their  problems? 

Mr.  D'Eramo.  Well,  it  has  not  closed,  but  it  was  on  the  precipice 
of  perhaps  having  to  face  closure  and  still  is,  but  we  are  slowly  i 
ameliorating  some  of  those  problems.  It  is  a  painful  situation,  and  j 
the  prognosis  for  the  future  is  still  one  where  a  cloud  is  hanging  j 
over  us  because  we  are  a  disproportionate-share  institution  with  f 
large  concentrations  of  Medicare-Medicaid  and  underinsured.  So, 
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the  continued  discounting  on  governmental  reimbursement  does 
not  help  that  situation  very  much. 

Chairman  Stark.  I  am  going  to  ask  you  the  question  and  ask  the 
other  two  hospital  administrators  to  see  what  they  say. 

If  you  received  the  Medicare  rate  for  every  patient  who  walked 
through  your  door,  could  you  survive? 

Mr.  D'Eramo.  No. 

Chairman  Stark.  No. 

Mr.  D'Eramo.  No. 

Chairman  Stark.  You  need  higher  than  Medicare.  You  would 
have  no  more  uncompensated  care,  now,  think  about  that.  No  un- 
compensated care,  no  charity.  If  you  got  the  DRG  rates  for  every 
patient  who  came  through  the  door,  could  you  make  it? 

Mr.  D'Eramo.  I  have  not  calculated  it  quite  that  way. 

Chairman  Stark.  Oh,  I  would  include  Medicaid.  And  remember 
that  there  are  those  who  say  that  if  you  have  a  single  payer  you 
would  lose  about  one  employee  per  bed  just  in  bookkeeping. 

Could  you  make  it  

Mr.  D'Eramo.  The  answer  is  

Chairman  Stark  [continuing].  With  that  

Mr.  D'Eramo  [continuing].  No.  I  would  be  surprised  if  we  could. 

Chairman  Stark.  You  do  not  think— Mr.  

Mr.  D'Eramo.  I  have  never  calculated  that. 

Chairman  Stark.  Would  you?  Really,  I  would  love  to  know  some 
time  just  to  see  where  we  might  be  if  you  had  no  uncompensated 
care,  no  bad  debts  and  some  savings  obviously  for  a  single  payer. 

Mr.  Tanner,  Where  would  you  come  out  on  that? 

Mr.  Tanner.  I  think  it  is,  as  with  both  John  and  Dave,  it  is  an 
issue.  It  has  to  be  calculated.  However,  I  think  that  it  would  be  im- 
portant in  developing  this  Medicare  rate  to  recognize  the  differ- 
ences in  geography,  teaching  versus  nonteaching,  urban  versus  not. 

Chairman  Stark.  Well,  we  already  do.  We  may  not  do  it  ade- 
quately or  equitably,  but  I  mean  we  make  some  differences  for 
teaching  and  for  disproportionate  share.  If  you  got  in  your  hospital 
your  current  Medicare  rate,  whatever  it  is,  whether  your  dispropor- 
tionate share  or  where  you  are,  for  every  admission,  could  you 
exist? 

Mr.  Tanner.  I  think  it  would  be  awfully  close. 

Chairman  Stark.  I  just  ask  that  question  for  my  own  edification, 
and  I — because  it  is  an  issue  that  is  important. 

I  wanted  also,  Mr.  D'Eramo,  to  mention  the  Canadian  issue, 
which  you  mention  in  your  testimony.  I  hope  you  agree  with  me 
that  while  the  length  of  the  lines  in  Canada  are  greatly  overrated 
largely  by  the  physicians  in  this  country  who  do  not  like  the 
system,  that  whatever  rationing  goes  on  in  Canada  is  done  clinical- 
ly, whereas  the  rationing  in  our  country  is  decided  by  poverty 
level,  not  by  what  the  doctor  thinks.  That  is  the  case  at  least  in  my 
district  in  Oakland,  Calif.,  where  we  have  equally  long  lines. 

Would  that  be  a  fair  comparison? 

Mr.  D'Eramo.  Well,  I  am  not  sure  the  clinician  is  the  instrument 
or  the  actual  cause  of  the  rationing.  I  mean  as  I  understand  the 
Canadian  system,  they  get  a  certain  amount  of  resources  each  year, 
and  there  are  certain  coverages  that  pertain. 

So  
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Chairman  Stark.  Well,  the  hospitals  do. 
Mr.  D'Eramo.  The  hospitals. 

Chairman  Stark.  The  hospitals  are  on  an  annual  budget. 
Mr.  D'Eramo.  Correct. 

Chairman  Stark.  But  the  doctors'  incomes  depend  on  how  much 
they  work.  The  fee  is  set,  but  there  is  no  cap.  But — OK.  I  wanted  to 
tell  Ms.  Turner  that  it  was  this  committee  with  the  help  of  Con- 
gresswoman  Johnson  that  eliminated  the  lower  of  cost  recharges 
for  what  little  Medicare  pays  to  your  community  health  centers.  As 
in  your  district,  community  health  centers  are  a  tremendously  im- 
portant way  to  provide  health  care  services  in  my  own  district.  I 
know  in  the  rest  of  our  districts,  we  wish  we  could  find  ways  to 
help  these  centers,  too. 

We  are  accused  often  by  the  senior  citizens  of  using  Medicare  to 
subsidize  other  types  of  insurance  or  other  types  of  health  care, 
and  your  community  center  is  one  of  them.  I  wish  we  could  do 
more  because — 

Ms.  Turner.  I  just  thank  you  for  survival. 

Chairman  Stark.  Of  course,  we  politicians  thank  our  constitu- 
ents for  that  every  couple  of  years.  I  just  wanted  to  mention  that. 

Thank  you  very  much.  We  have  another  panel  to  come  before  us. 

If  any  of  you  would  like  to  comment  later,  just  drop  us  a  note  on 
that  issue  of  where  the  Medicare  payment  level  would  come.  It  is 
one  that  is  of  real  interest  to  us,  and  I  appreciate  your  taking  the 
time  to  be  with  us  this  morning. 

Our  next  panel — well,  thank  you  all.  [Applause.] 

You  might  all  like  to  stretch  for  a  second  while  we  call  these 
next  witnesses  up,  and  as  you  stretch,  I  am  sure  some  of  the  people 
who  have  been  standing  are  going  to  steal  your  seats. 

We  will  be  hearing  from  Mr.  Craig  Leroy,  the  president  of  the 
Insurance  Association  of  Connecticut.  We  will  be  hearing  from  Mr. 
Harry  Torello,  president  and  chief  operating  officer  of  the  Blue 
Cross/Blue  Shield  of  Connecticut.  We  will  be  hearing  from  Mr, 
Charles  Paydos,  the  executive  vice  president  of  Phoenix  Mutual 
Life  Insurance  Co.,  accompanied  by  Joan  Herman,  who  is  the 
senior  vice  president;  and  from  Mr.  G.  Robert  O'Brien,  the  presi- 
dent of  the  Employee  Benefits  Division  of  the  CIGNA  Corp. 

[Pause.] 

Chairman  Stark.  If  I  could  ask  our  guests  to  move  about  with 
some  quieter  conversation.  We  have  a  distinguished  panel,  and  we 
would  like  to  move  along.  It  is  the  intention  of  the  Chair  for  those 
of  you  who  wonder  or  want  to  plan  ahead  to  work  right  on  through 
lunch,  and,  so,  we  will  be  continuing.  If  I  could  ask  the  audience  to 
just  hold  down  the  conversation  for  a  moment  or  two,  I  would  like 
to  call  Mr.  Craig  Leroy,  who  is  the  president  of  the  Insurance  Asso- 
ciation of  Connecticut.  I  am  sure  that  you  would  all  like  to  hear  his 
comments.  He  is  the  man  who  is  going  to  bring  you  the  new  insur- 
ance program  that  the  State  of  Connecticut  is  about  to  bring  in, 
and  if  you  do  not  listen  very  closely,  you  are  not  going  to  know  a 
lot  about  it. 

Thank  you  very  much. 

Mr.  Leroy,  would  you  like  to  proceed  in  whatever  manner  you 
are  comfortable? 
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STATEMENT  OF  H.  CRAIG  LEROY,  PRESIDENT,  INSURANCE  ASSO- 
CIATION OF  CONNECTICUT,  ACCOMPANIED  BY  JOHN  F.  TROY, 
VICE  PRESIDENT,  MANAGED  CARE  AND  EMPLOYEE  BENEFITS 
OPERATIONS,  THE  TRAVELERS  CO.,  AND  CHAIRMAN,  CON- 
NECTICUT REINSURNACE  POOL 

Mr.  Leroy.  Mr.  Chairman,  it  is  a  great  pleasure  to  be  here  today 
to  join  you. 

I  would  like  to  discuss  one  of  the  most  pressing  issues  in  our 
country's  health  care  system,  the  issue  of  access  to  health  care. 
This  is  a  nationwide  concern  as  you  are  aware,  and  it  is  a  multifa- 
ceted  problem  that  affects  a  diverse  population  and  one  that  in- 
volves not  only  access  to  care  but  cost  of  care. 

Here  in  Connecticut,  we  have  paid  attention  to  the  concerns.  We 
have  adopted  a  public-private  partnership  aimed  at  increasing  the 
number  of  individuals  in  the  State  with  health  coverage. 

My  focus  today  will  be  on  the  significant  steps  we  have  taken 
here.  We  believe  that  the  Connecticut  reforms  can  serve  as  a  model 
for  other  States. 

In  1989,  Connecticut  created  a  Blue  Ribbon  Commission  to  devel- 
op a  plan  to  expand  access  to  health  care.  The  commission  faced  a 
very  serious  problem.  Over  270,000  people,  10  percent  of  our  popu- 
lation, were  uninsured.  Two-thirds  of  the  uncovered  adults  were 
employed;  two-thirds  of  those  were  employed  in  small  businesses, 
those  with  fewer  than  25  employees. 

The  commission  was  a  diverse  group,  representing  both  large  and 
small  businesses  and  a  multitude  of  providers  as  well  as  interest 
groups.  The  debate  was  lively,  to  say  the  least.  They  debated,  for 
example,  employer  mandates,  requiring  the  employer  to  provide  in- 
surance for  employees,  but  abandoned  it  as  too  onerous,  especially 
for  small  business. 

They  considered  a  universal  unitary  approach  along  the  lines  of 
a  Canadian  system,  but  rejected  it  because  the  State  could  not 
afford  it.  The  residents  of  the  State,  like  people  nationwide,  were 
not  inviting  legislatures  to  impose  substantial  new  taxes  on  them. 
There  was  also  concern  that  the  system  might  adversely  impact  the 
high  quality  of  care  we  enjoy  here  in  the  State  of  Connecticut. 

They  adopted  instead  a  proposal  originally  made  by  the  insur- 
ance industry  which  quickly  gained  widespread  support  and  was 
designed  to  make  our  system  work  better.  Throughout  the  process 
that  led  the  commission's  acceptance  of  this  approach,  we  in  the 
industry  were  motivated  by  our  belief  that  we  could  make  the 
system  work  better  for  health  care  consumers,  and  by  the  convic- 
tion that  we  had  an  obligation  to  do  so. 

The  plan  originally  put  forward  by  the  industry  quickly  became 
the  focus  of  debate  in  the  Blue  Ribbon  Commission,  and  after  some 
modifications  was  adopted  unanimously.  It  moved  through  five  leg- 
islative committees  and  adopted  by  both  houses  of  our  State  legisla- 
ture. I  think  it  is  worth  noting  that  of  over  300  votes  cast,  there 
were  only  10  "Nos"  during  the  entire  process. 

The  act,  which  generated  overwhelming  support,  reflects  the  di- 
versity of  Connecticut's  uninsured  population  by  setting  forth  a 
multiple  set  of  solutions.  At  its  heart  is  the  concept  of  a  public-pri- 
vate partnership. 
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Under  the  plan,  State  government  takes  responsibility  for  in- 
creasing access  to  health  care  for  the  poor  and  near  poor.  The  act 
authorizes  several  approaches  to  this,  much  of  which  has  been  dis- 
cussed already  by  Dr.  Adams. 

In  turn,  the  private  sector  undertook  to  make  the  private  health 
insurance  market  work  better  by  making  health  insurance  more 
available  and  more  affordable  to  small  employers  who  experience 
unique  problems  because  of  high  medical  insurance  claims.  As  an 
industry,  we  have  accepted  significantly  tougher  regulation. 

First,  Connecticut  created  new,  more  affordable  health  insurance 
policies  for  small  businesses  that  had  had  no  insurance  the  previ- 
ous 2  years.  The  commission  identified  cost  as  a  primary  barrier 
keeping  small  businesses  from  buying  health  insurance,  as  have  a 
number  of  other  small  business  associations.  The  new  blue  ribbon 
policy,  as  it  has  become  known,  was  designed  to  address  this  issue 
of  affordability.  It  is  a  basic  policy  covering  all  State  mandates. 

Health  insurance  companies,  as  you  know,  have  in  the  past  of- 
fered suggestions  to  preempt  State  mandates.  However,  the  com- 
mission did  not  find  that  acceptable.  The  commission  felt  that  a 
more  appropriate  approach  to  affordability  was  to  limit  reimburse- 
ments to  a  percentage  of  the  Medicare  rate.  The  industry  is  com- 
mitted to  marketing  this  product. 

Second,  Connecticut  guaranteed  availability  of  health  insurance 
to  all  employers  of  2  to  25  individuals  and  undertook  other  signifi- 
cant reforms  of  the  small  group  market.  Insurers  must  make  small 
employer  health  care  plans  available  to  all  small  businesses.  There 
will  no  longer  be  employees  who  are  uninsurable,  so  employers  will 
no  longer  face  a  choice  between  firing  these  workers  or  leaving 
them  without  coverage. 

Further,  once  an  employer  is  insured,  coverage  cannot  be  discon- 
tinued for  any  reason  except  nonpayment  of  premium,  fraud  or 
misrepresentation.  Bad  claims  experience  is  not  grounds  for  cancel- 
lation, and  no  matter  how  bad  an  individual's  medical  history  may 
be,  no  individual  may  be  excluded  from  the  group. 

The  law  also  restricts  significantly  the  use  of  preexisting  condi- 
tion limitations  by  ensuring  that  covered  employees  can  change 
employers  without  preexisting  condition  limitations  being  applied. 

It  also  places  limitations  on  insurers  to  restrict  differences  in 
rates  between  the  best  and  worst  risks.  In  other  words,  the  law  will 
end  the  horror  stories  of  three-digit  rate  increases. 

It  is  worth  noting  that  while  rate  increases  will  be  limited  on  the 
annual  and  overall  basis,  the  real  issue,  that  is  the  need  to  control 
costs  of  health  care,  must  still  be  addressed. 

Finally,  Connecticut  created  a  safety  net  in  the  form  of  a  rein- 
surance pool  to  cover  high-risk  individuals  and  groups.  This  rein- 
surance pool  will  make  it  possible  to  cover  groups  that  were  previ- 
ously not  underwritten  by  spreading  the  costs  associated  with  these 
risks  across  the  broadest  possible  universe.  That  is  the  role  insur- 
ance should  play. 

It  is  worth  noting  that  there  is  no  Government  money  involved 
in  the  private  sector  reforms.  I  firmly  believe  Connecticut's  experi- 
ment with  small  group  reform  will  justify  the  confidence  of  the 
Blue  Ribbon  Commission  in  this  approach.  The  industry  spent  hun- 
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dreds,  if  not  thousands,  of  hours  working  to  implement  the  re- 
forms. 

Comprehensive  reform  does  not  come  easy.  It  took  much  debate 
and  much  work  to  get  to  where  we  are.  We  are  happy  that  the 
Health  Insurance  Association  of  America,  which  represents  the 
health  insurance  industry  nationwide,  has  agreed  to  support  simi- 
lar reforms  in  other  States  at  a  recent  board  meeting. 

Mr.  Chairman,  that  concludes  my  prepared  remarks.  I  will  be 
pleased  to  answer  any  questions  you  have. 

[The  statements  of  Mr.  Leroy  and  the  Travelers  Insurance  Co. 
follow:] 
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statement  of 

H.  Craig  Leroy 
President,   Insurance  Association  of  Connecticut 

before  the 
Subcommittee  on  Health 
Committee  on  Ways  and  Means 
U.S.  House  of  Representatives 

Hartford,  Connecticut 
February  25,  1991 


Mr.  Chairman,   it  is  a  great  pleasure  to  join  you  here  today,  to 
discuss  one  of  the  most  pressing  problems  in  our  country's  health  care 
system  —  the  issue  of  access  to  health  care.     This  is  a  nationwide 
concern,  as  you  are  well  aware.     It  is  also  a  multi-faceted  problem,  one 
that  affects  diverse  populations,  and  one  that  involves  not  only  access  to 
but  the  cost  of  care.     As  such,  the  issue  cannot  be  addressed  with  any  one 
solution.     But  despite  its  size  and  complexity,  access  to  health  care  is  a 
problem  that  demands  our  attention. 

Here  in  Connecticut,  we  have  paid  attention.     We  have  adopted  a 
public/private  program  aimed  at  increasing  the  number  of  individuals  in 
the  state  with  health  coverage.    My  focus  today  will  be  on  the  the 
significant  steps  we  have  taken  here,  and  why  we  believe  that  the 
Connecticut  reforms  can  serve  as  a  model  nationwide. 

In  1989,  Connecticut  created  a  Blue  Ribbon  Commission  to  develop  a 
plan  to  expand  access  to  health  care  in  the  state.     The  Commission  faced  a 
serious  problem:     about  270,000  people  —  10  percent  of  the  non-elderly 
population  —  were  uninsured.     Two-thirds  of  uncovered  adults  were 
employed,  and  two-thirds  of  those  were  employed  in  small  businesses,  those 
with  fewer  than  25  employees. 

The  Commission  was  a  diverse  group,  representing  both  large  and  small 
businesses,  insurers,  doctors,  hospitals,  community  health  centers,  the 
disabled,  consumers,   labor  unions,  state  officials,  and  so  on.  Their 
debate  on  the  best  way  to  address  issues  of  access  was  wide-ranging  and 
lively.     No  possible  approach  was  off-limits. 

They  debated,  for  example,  employer  mandates  —  that  is,  requiring 
each  employer  to  provide  insurance  for  employees  —  but  abandoned  it  as 
too  onerous,  especially  for  small  businesses.     They  considered  a  universal 
unitary  approach  —  along  the  lines  of  the  Canadian  system  —  but  rejected 
it.     First,  the  state  could  not  afford  it;  the  residents  of  Connecticut, 
like  people  nationwide,  are  not  inviting  legislators  to  impose  substantial 
new  taxes  on  them.     Second,  there  was  concern  that  such  a  system  might 
adversely  impact  the  high-qxiality  health  care  we  enjoy  here  in 
Connecticut.     They  adopted  instead  a  proposal  originally  made  by  the 
insurance  industry,  which  quickly  received  widespread  support  and  was 
designed  to  make  our  present  system  work  better. 

Throughout  the  process  that  led  to  the  Commission's  acceptance  of 
this  approach,  we  in  the  industry  were  motivated  by  our  belief  that  we 
could  make  the  system  work  better  for  health  care  consumers  —  and  by  our 
conviction  that  we  had  an  obligation  to  do  so. 

The  plan  originally  put  forward  by  the  industry  quickly  became  the 
focus  of  debate > in  the  Blue  Ribbon  Commission,  and  after  some 
modifications,  was  adopted  unanimously.  The  Commission  report  was  then 
approved  by  five  legislative  committees,  and  adopted  by  both  houses  of  our 
state  legislature.     I  think  it  id  worth  noting  that,  of  over  300  votes 
cast  on  the  issue,  there  were  only  10  "noes." 

The  act,  which  generated  such  overwhelming  support,  reflects  the 
diversity  of  Connecticut's  uninsured  population  by  setting  forth  multiple 
solutions.     At  its  heart  is  the  concept  of  a  public/private  partnership  to 
increase  access  to  health  care,  with  each  sector  attacking  a  different 
aspect  of  the  problem.  * 
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Under  the  plan,  the  state  government  takes  responsibility  for 
increasing  access  to  health  care  for  the  poor  and  near-poor.     The  act 
authorizes  several  approaches  to  this:     providing  for  expanded  access  to 
Medicaid  for  pregnant  women,   low-income  children,  and  the  disabled,  for 
example,  and  offering  direct  grants  to  health  care  providers  who  serve  the 
: uninsured  poor. 

In  turn,  the  private  sector  undertook  to  make  the  private  health 
insurance  market  work  better,  by  making  health  insurance  more  available 
and  more  affordable  for  small  employers,  who  experience  unique  problems 
due  to  high  medical  insurance  claims.     As  an  industry,  we  have  accepted 
significantly  tougher  regulation. 

First,  Connecticut  created  a  new,  more  affordable  health  insurance 
policy  for  small  businesses  that  had  had  no  insurance  for  the  previous  two 
years.     The  Blue  Ribbon  Commission  identified  cost  as  the  primary  barrier 
keeping  small  businesses  from  buying  health  insurance,  as  had  a  number  of 
small  business  associations.     The  new  "Blue  Ribbon  Policy"  was 
specifically  designed  to  address  this  issue  of  af f ordability .     It  is  a 
basic  policy  covering  all  state  mandates.     All  health  insurance  companies 
will  offer  it,   and,  as  I  said,  any  small  business  that  has  not  had  health 
insurance  for  the  past  two  years  can  buy  it.     The  industry  wanted  to  make 
this  product  available  by  reducing  mandated  coverages,  an  approach  which 
it  still  finds  desirable.     The  Commission,  however,   felt  that  a  more 
appropriate  approach  to  aff ordability  was  to  limit  reimbursements  to  a 
percentage  of  the  Medicare  rate.     The  industry  is  committed  to  marketing 
this  product. 

Second,   Connecticut  guaranteed  availability  of  health  insurance  to 
all  employer  of  2  to  25  individuals,   and  undertook  other  significant 
reforms  of  the  small  group  market.     Insurers  must  make  small  employer 
health  care  plans  available  to  all  small  businesses.     There  will  no  longer 
be  employees  who- are  uninsurable,  so  employers  will  no  longer  face  a 
choice  between  firing  these  workers  or  leaving  them  without  coverage. 
Further,  once  an  employer  is  insured,  coverage  cannot  be  discontinued  for 
any  reason  except  non-payment  of  premium,  fraud,  or  misrepresentation. 
Bad  claims  experience  is  not  grounds  for  cancellation,  and,  no  matter  how 
bad  an  individual's  medical  history  may  be,  no  individual  may  be  excluded 
from  the  group. 

The  law  also  significantly  restricts  the  use  of  pre-existing 
condition  limitations  by  ensuring  that  covered  employees  can  change 
employers,  without  pre-existing  condition  limitations  being  applied. 

SB  342  also  places  rate  limitations  on  insurers,  to  restrict 
differences  in  rates  between  the  best  and  worst  risks.     In  other  words, 
this  law  will  end  the  horror  stories  of  three  digit  rate  increases.     It  is 
worth  noting  however,  that  while  rate  increases  will  be  limited  on  an 
annual  and  overall  basis,  the  real  issue  —  that  is,  the  need  to  control 
the  cost  of  health  care  —  must  still  be  addressed.     The  rising  price  of 
health  insurance  premiums  are  only  a  reflection  of  the  rising  costs  of 
medical  care.     The  industry  is  working  hard  in  the  area  of  managed  care  to 
attempt  to  restrain  these  costs. 

Finally,  Connecticut  created  a  safety  net,  in  the  form  of  a 
reinsurance  pool  to  cover  high  risk  individuals  and  groups.  This 
reinsurance  pool  makes  it  possible  to  cover  groups  that  were  previously 
not  underwritten  by  spreading  the  costs  associated  with  these  risks  across 
the  broadest  possible  universe.     That's  the  role  insurance  should  play. 

The  insurer  will  pay  a  reinsurance  premium  for  any  risks  it  decides 
to  cede  to  the  pool.     Depending  on  the  circumstances,  employers  will  pay 
some  or  all  of  that  premium.     Individuals  covered  by  reinsurance  would  be 
handled  just  like  other  covered  employees.     Their  claims  would  be  paid  by 
the  insurer,  which  would  then  be  reimbursed  by  the  pool.     If  the  pool's 
claims  exceed  the  premiums  received  —  which,   incidentally,  we  fully 
expect  —  insurers  will  be  assessed  to  cover  losses.     The  industry  is 
carefully  monitoring  the  level  of  losses  to  avoid  an  overly  negative 
impact  on  all  medical  insurance  premiums. 
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It  is  worth  noting  that  there  is  no  government  money  involved.  The 
pool  is  a  purely  private  undertaking,  in  keeping  with  the  spirit  of  the 
small  group  reforms  overall.     The  intention  of  the  Blue  Ribbon  Commission, 
after  all,  was  not  to  scrap  the  private  health  insurance  system  —  but  to 
make  that  system  work  better. 

I  firmly  believe  that  the  Connecticut  experiment  with  small  group 
reform  will  fully  justify  the  confidence  of  the  Blue  Ribbon  Commission  in 
this  approach.  Small  employers  will  find  health  insurance  more  available 
and  more  affordable.  Employees  will  enjoy  the  benefits  of  guaranteed 
coverage  within  a  group  and  limits  on  pre-existing  condition  limitations. 
And  the  reinsurance  pool  will  guarantee  that  small  groups  have  continuing 
access  to  the  market. 

The  insurance  industry  in  Connecticut  has  spent  hundreds,  if  not 
thousands,  of  hours  working  to  implement  the  reforms.    We  have  met  every 
deadline  imposed  by  the  legislation,  and  anticipate  no  problems  in  meeting 
future  timing  requirements.     As  a  member  of  the  Health  Care  Access 
Commission,  created  by  SB  342,   I  am  working  closely  with  that  group,  both 
to  look  at  the  implementation  of  the  law  and  to  examine  new  issues  and  new 
approaches.     All  parties,   including  Blue  Cross/Blue  Shield  and 
out-of-state  companies,  are  cooperating  to  ensure  the  success  of  this 
effort. 

This  comprehensive  reform  does  not  come  easy.     Even  within  the 
industry,  there  was  substantial  debate  and  dialogue.     But  by  studying, 
learning,  and  working  together,  very  disparate  elements  —  consumers, 
health  care  providers,  labor  unions,  insurance  companies,  and  so  on  —  of 
society  were  able  to  reach  common  ground.     The  process  undertaken  in 
Connecticut,  and  the  solutions  reached  as  a  result,  are,  I  believe,  a 
model  for  other  states. 

Some  lAC  members  are  among  the  largest  small  group  insurance  writers 
in  the  United  States.     As  leaders  in  the  effort  to  reform  health  coverage 
for  small  employers,  we  in  the  Connecticut  insurance  industry  are  very 
pleased  that  the  Health  Insurance  Association  of  America,  which  represents 
the  health  insurance  industry  nationwide,  agreed  to  support  similar 
reforms  at  its  recent  Board  meeting.    We  and  the  rest  of  the  industry  are 
now  pursuing  adoption  of  such  reforms  in  a  number  of  states  across  the 
country. 

Mr.  Chairman,  that  concludes  my  prepared  statement.     I  will  be 
pleased  to  answer  any  questions  you  may  have. 
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statement  of  The  Travelers  Insurance  Conpany 


The  Travelers  was  represented  at  the  Svibcommittee ' s  February  25, 
1991  hearing  in  Hartford  by  Craig  Leroy,  President  of  our 
domestic  trade  association,  the  Insurance  Association  of 
Connecticut  (lAC) .     Mr.  Leroy  outlined  the  efforts  of  the  lAC  to 
bring  about  meaningful  reform  in  the  small  group  health  insurance 
market  in  Connecticut,  which  resulted  in  the  successful  passage 
of  Public  Act  90-134,  concerning  access  to  health  care  in 
Connecticut.     The  law  enacts  the  reform  proposal  developed  by  the 
lAC  and  makes  Connecticut  the  first  state  to  enact  effective, 
comprehensive  reform  in  the  small  group  market. 

The  Travelers  is  one  of  the  largest  writers  of  health  insurance 
for  small  businesses   (2  to  50  employees)   in  the  country.  In 
1990,  we  had  over  $1.1  billion  in  premium  in  this  market,  which 
makes  us  either  first  or  second  in  premium  for  commercial 
carriers.     We  cover  over  51,000  small  employers  and  over  73  0,000 
lives  in  this  small  group  market.     As  part  of  this  business  we 
cover  13  state  manufacturers  associations,  providing  coverage  to 
their  small  employer  members.     Fifty  percent  of  our  small  group 
business  is  in  managed  care  plans,  with  2/3  to  3/4  of  our  new 
business  going  into  managed  indemnity  and  PPO  plans.  More 
comprehensive  managed  care  programs  will  be  offered  in  this 
market  later  this  year.     We  are  strongly  committed  to  the  small 
group  market  and  to  controlling  costs  in  this  market  through 
effective  managed  care. 

As  a  major  player  in  the  small  group  market,  we  recognized  some 
time  ago  that  rating  and  underwriting  practices  were  being  driven 
by  competition  to  a  point  where  coverage  was  becoming 
unaffordable  or  unavailable  for  too  many  small  employers. 
Everyone  wanted  to  writs  the  healthy  cases  but  no  one  wanted  to 
write  the  high  risk  cases.     Serious  reform  was  necessary. 

Travelers  has  participated  in  the  development  of  the  Health 
Insurance  Association  of  America  (HIAA)  access  to  health  care 
proposal  from  the  beginning.     We  played  a  leading  role  in  the 
development  of  the  lAC  proposal.     Travelers  was  one  of  only  two 
commercial  insurers  on  the  Connecticut  Blue  Ribbon  Commission  on 
State  Health  Insurance,  whose  recommendations  led  to  the  passage 
of  Public  Act  90-134.     We  currently  chair  the  Advisory  Committee 
to  the  National  Association  of  Insurance  Commissioners  (NAIC) 
Health  Care  Insurance  Access  Working  Group,  which  is  developing 
model  legislation  on  small  group  health  insurance  reform  which  is 
very  similar  to  our  Connecticut  law.     Travelers  also  chairs 
HIAA's  State  Access  to  Health  Care  Task  Force,  which  is  charged 
with  pursuing  reform  measures  in  the  states. 


Once  Public  Act  90-134  became  law  in  Connecticut,  we  sent  copies 
to  the  legislative  leadership  and  insurance  commissioners  in  all 
fifty  states,  as  well  as  Congressional  leadership  on  committees 
with  jurisdiction  over  health  insurance.  We  believe  that  Piiblic 
Act  90-134,  with  its  reforms  in  the  small  group  market  can  serve 
as  a  model  for  the  other  states,  recognizing  that  modifications 
will  be  necessary  in  other  states.     Those  reforms  will: 

1.  guarantee  coverage  for  all  small  employers, 

2.  guarantee  the  continuation  of  such  coverage, 

3.  place  restrictions  on  experience  rating, 

4.  make  available  reinsurance  for  high  risk  cases,  and 

5.  make  available  low  cost  coverage. 

Public  Act  90-134,  and  similar  legislation  being  proposed  by  the 
HIAA  and  the  NAIC,  is  an  incremental  step  in  a  much  larger 
process  that  will  be  necessary  to  provide  access  to  health  care 
for  all  Americans.     It  builds  on  the  existing  mix  of  publir  and 
private  sector  insurance,  which  we  believe  is  appropriate.  It 
requires  no  public  funding  as  to  small  group  insurance  reforms. 
The  reinsurance  facility  created  under  the  law  is  funded  by  the 
insurers  in  the  health  insurance  market. 
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Masslve  public  sector  control  of  access  to  health  care  is 
fiscally  impossible  at  either  the  state  or  federal  level  and 
there  is  no  consensus  for  such  reform.     Our  goal  has  been  to  move 
quickly  to  solve  those  problems  that  can  be  solved  now,  building 
on  the  current  system  as  we  develop  longer  term  solutions  for 
those  currently  not  covered,  hopefully  controlling  the  cost  of 
health  care  in  the  process. 

The  Connecticut  Blue  Ribbon  Commission  and  the  Legislature 
ultimately  decided  that  it  was  more  important  to  reach  consensus 
and  do  something  achievable  than  to  continue  to  engage  in  the 
high  minded  debate  that  has  divided  the  country  on  access  to 
health  care  for  over  20  years.     That  debate  will  go  on,  but  small 
employers  in  Connecticut  can  now  get  coverage  where  it  was 
previously  denied  and  can  afford  to  keep  coverage  that  was 
previously  being  priced  to  drive  them  out  of  the  market.     It  is 
easy  to  say  what  our  law  does  not  do.    What  is  more  important  is 
that  we  rose  above  the  debate  in  Connecticut  and  made  the 
critical  first  step  to  full  access  for  all  citizens. 

Travelers  has  carried  the  message  of  small  group  reform  to  many 
other  states,  following  our  mailing  of  the  Connecticut  law  to  all 
states.    We  have  participated  in  business  and  consumer  coalitions 
in  a  number  of  states  and  testified  before  legislators, 
regulators  and  study  commissions  in  approximately  15  states  in 
1990.     As  the  administrative  carrier  in  Connecticut  under  the  new 
law,  we  have  offered  our  assistance  to  other  states  considering 
similar  laws.     Bills  similar  to  the  Connecticut  and  HIAA  bills 
have  been  introduced  in  California,  New  Jersey  and  Maine  and  are 
being  seriously  considered  in  Ohio,  Massachusetts,  Texas, 
Minnesota,  Mississippi  and  Vermont.     Other  states  such  as 
Georgia,  Florida,  Delaware,  Colorado  and  North  Carolina  are 
discussing  similar  approaches.     Once  the  NAIC  has  completed  work 
on  its  model  small  group  access  reform  bill,  we  expect  many  other 
states  to  quickly  consider  this  approach. 

The  states  continue  to  be  the  place  for  experimentation  and 
action  on  these  access  to  health  care  issues  and  we  strongly 
support  this  state  level  activity.     The  diversity  of  provider 
communities  in  the  states,  the  dramatic  differences  in  treatment 
of  the  poor  by  the  states,  and  the  differences  in  the  nature  of 
the  Blues  plans  and  HMO's  from  state  to  state  (with  some 
providing  guaranteed  issue  and  others  acting  like  commercial 
carriers)  require  modifications  in  any  reform  proposal  that  is 
best  achieved  state  by  state.    While  this  can  be  a  frustrating 
process,  it  is  necessary  if  reform  programs  are  to  work  in  the 
states.     No  federal  solution  to  the  problems  in  the  small  group 
market  could  properly  reflect  and  accommodate  the  dramatic 
differences  in  the  delivery  system  and  the  nature  of  the 
insurance  market  among  the  states.    Such  a  federal  solution  would 
only  require  detailed  implementation  in  each  state.     It  makes 
more  sense  to  go  directly  to  the  states  to  accomplish  the  goal  of 
meaningful  reform.     In  addition,  the  diversity  of  the  uninsured 
population  means  that  no  one  solution  will  fit  the  needs  of  all. 

Federal  legislation  to  exempt  small  employers  from  state  benefit 
mandates  would  be  helpful.     We  are  pursuing  similar  exemptions  in 
the  states.     Nine  states  have  passed  laws  permitting  the  sale  of 
low  cost  policies  to  small  employers,  without  the  state  mandates. 
Travelers  is  actively  marketing  sucn  low  cost  plans  in  Virginia, 
Kentucky  and  Illinois  and  will  pursue  such  programs  in  other 
states  with  similar  laws.     Federal  legislation  on  benefit 
mandates  would  accelerate  this  process  and  enable  more  employers 
to  purchase  more  affordable  coverage. 
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Tax  credits  for  small  employers  who  purchase  health  insurance, 
especially  as  to  the  self-employed,  would  also  be  helpful  in 
encouraging  more  employers  to  buy  health  insurance. 

Most  of  the  new  jobs  in  America  will  be  created  by  small 
businesses.     Travelers  is  strongly  committed  to  providing  cost 
effective  coverage  to  this  market  and  to  enacting  meaningful 
reform  legislation  in  the  states  so  that  coverage  can  be  provided 
to  all  small  businesses.     We  urge  your  committee  and  the  Congress 
to  allow  the  states  to  address  these  problems  without  unnecessary 
federal  interference. 


BQ/ph 
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Mr.  Donnelly.  Thank  you,  Mr.  Leroy. 

The  next  witness  is  the  president  and  chief  operating  officer  of 
Blue  Cross /Blue  Shield  of  Connecticut,  Mr.  Harry  Torello. 

STATEMENT  OF  HARRY  J.  TORELLO,  PRESIDENT  AND  CHIEF  OP- 
ERATING OFFICER,  BLUE  CROSS  AND  BLUE  SHIELD  OF  CON- 
NECTICUT 

Mr.  Torello.  Thank  you,  Mr.  Donnelly. 

Members  of  the  committee,  I  thank  you  for  this  opportunity  to 
testify  here  today. 

Blue  Cross  and  Blue  Shield  of  Connecticut  covers  over  1  million 
citizens  of  our  State  and  about  50  percent  of  the  small  group 
market,  all  with  the  benefit  of  managed  care  programs. 

We  share  your  concerns  about  the  problems  faced  by  small  em- 
ployers purchasing  health  insurance.  I  am  appearing  here  today  to 
discuss  Connecticut's  small  group  market  reform  legislation,  P.A. 
90-134,  as  a  potential  model  for  action  in  other  States. 

The  primary  problem  small  employers  face  in  deciding  whether 
to  purchase  health  insurance  coverage  is  one  of  cost.  The  inability 
of  small  employers,  particularly  those  with  high-risk,  high-cost  em- 
ployees, to  obtain  health  insurance  coverage  is  a  relatively  recent 
phenomenon.  It  has  risen  in  response  to  competitive  forces  driven 
largely  by  efforts  to  provide  lower  cost  coverage  to  small  employ- 
ers. 

As  health  care  costs  escalate,  employers  began  to  resist  provider 
and  payer  efforts  to  distribute  costs  among  insurer  groups  through 
such  mechanisms  as  community  rating.  These  demands  led  many 
insurers  to  select  and  rate  groups  based  on  risk  through  the  use  of 
experience-rated  approaches.  This  shift  has  brought  insurance  costs 
down  for  many  small  employers,  but  it  has  exacerbated  the  afford- 
ability  problem  for  a  growing  number  of  small  employers,  especial- 
ly those  who  remain  in  community-rated  programs. 

It  became  increasingly  difficult  for  carriers  to  accept  all  appli- 
cants and  maintain  competitive  prices.  Many  carriers  now  reject 
high-risk  groups  and  rely  in  varying  degrees  on  groups'  own  experi- 
ence to  set  its  rates.  However,  some  carriers  have  maintained  their 
early  practices.  We  generally  have  not  used  medical  underwriting 
to  deny  coverage  to  high-risk  small  groups,  nor  have  we  ever  used 
the  small  groups'  own  experience  or  health  status  to  establish  its 
rates. 

We  have  continued  to  community-rate  our  small  groups'  prod- 
ucts, although  we  have  had  to  move  away  from  pure  community 
rating  because  of  competitive  pressures.  We  now  adjust  our  com- 
munity rates  for  small  groups  based  on  a  small  group's  demograph- 
ic characteristics. 

The  more  aggressive  practices  of  our  competitors  enable  them  to 
skim  off  our  good  risk  groups,  resulting  in  an  adverse  selection 
spiral  in  our  business.  Because  of  our  new  legislation,  we  have  been 
forced  to  adopt  medical  underwriting  in  order  to  assess  the  risk  of 
small  group  applicants  for  the  purpose  of  the  private  reinsurance 
mechanism.  This  represents  a  significant  change  in  the  way  we  do 
business. 
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However,  it  is  a  necessary  requirement  if  we  are  to  continue  to 
offer  coverage  to  small  groups  under  the  new  legislation. 

We  also  will  begin  adjusting  small  group  rates  to  reflect  the  un- 
derwriting risk  or  experience  within  the  limits  allowed  under  the 
new  law. 

In  evaluating  this  legislation  as  a  model,  it  is  important  to  un- 
derstand what  the  legislation  will  and  will  not  do  in  Connecticut. 
The  carrier  reforms  and  the  mandatory  reinsurance  programs 
probably  will  result  in  increased  costs  for  many  small  employers 
for  the  following  reasons: 

The  rating  reforms  will  require  carriers  that  currently  use  expe- 
rience ratings  to  narrow  the  range  of  rates  charged  to  small 
groups,  increasing  rates  for  lower-risk  groups. 

The  guarantee  issue  requirement  and  the  reinsurance  pool  will 
distribute  the  cost  of  covering  high-risk  groups  throughout  the 
market  and  will  also  result  in  potentially  higher  rates  for  lower- 
risk  groups. 

The  overhead  costs  associated  with  administering  this  complex 
new  reinsurance  program  also  will  increase  costs. 

We  have  grave  concerns  about  the  requirement  to  provide  that 
providers  be  paid  75  percent  of  Medicare  payment  rates  for  prod- 
ucts sold  to  currently  uninsured  groups.  The  cost  shift  resulting 
from  inadequate  Medicare  and  Medicaid  payments  rates  in  Con- 
necticut totaled  $650  million  last  year.  Our  concern  is  that  unless 
public  funding  of  these  entitlement  programs  is  improved,  this  leg- 
islation will  exacerbate  the  affordability  problem  already  faced  by 
small  employers  currently  providing  health  insurance  coverage. 

To  maintain  costs,  we  support  exempting  all  products  sold  to 
small  employers  from  State  mandate,  which  can  reduce  costs  up  to 
15  percent.  This  exemption  was  not  included  in  the  legislation. 

While  we  will  continue  our  efforts  to  make  the  legislation  work 
as  well  as  possible,  I  do  feel  there  are  better  alternatives.  I  should 
note  that  availability  of  private  coverage  for  small  employers  has 
not  been  a  problem  in  Connecticut. 

Because  of  our  practices  as  well  as  those  of  other  carriers,  cover- 
age generally  has  been  available  to  small  groups.  While  one  goal  of 
the  legislation  is  to  move  carriers  away  from  risk  selection  prac- 
tices, it  in  fact  encourages  continued  use  of  medical  underwriting. 
Medical  underwriting  is  needed  to  identify  which  small  groups  to 
reinsure  because  all  carriers  are  required  to  participate  in  the  rein- 
surance program. 

Consequently,  the  legislation  has  forced  us  to  adopt  the  practice 
of  medical  underwriting,  to  identify  which  groups  to  reinsure,  and 
to  appropriately  adjust  rates  in  order  to  remain  competitive. 

We  believe  it  is  premature  to  state  that  this  legislation  repre- 
sents the  best  solution  to  the  problems  in  the  small  group  market 
from  a  national  perspective.  Some  of  the  design  elements  included 
in  the  Connecticut  legislation  may  be  problematic  if  adopted  in 
other  States.  Our  key  design  element  is  whether  all  carriers  should 
be  required  to  participate  in  the  reinsurance  mechanism. 

While  we  do  not  oppose  the  mandatory  participation  here,  some 
Blue  Cross  and  Blue  Shield  plans  and  HMOs  in  other  States 
should/would  prefer  the  voluntary  approach.  In  such  States,  we  be- 
lieve it  would  be  appropriate  to  permit  these  carriers  to  opt  out  of 
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the  reinsurance  program  as  long  as  they  accept  all  small  groups  for 
coverage  and  meet  the  same  rules  as  other  carriers  with  respect  to 
their  rating  and  renewal  practices. 

Another  key  element  is  the  volume  of  claims  covered  by  the  rein- 
surance mechanism  and  the  assessment  mechanism  used  to  finance 
the  program  losses. 

The  assessment  structure  in  the  Connecticut  legislation  relies, 
first,  on  the  small  group  market  and  then  on  the  large  group  and 
individual  markets.  A  key  concern  is  the  inequity  of  assessing 
larger  group  business  while  ERISA  will  protect  self-funded  groups 
from  helping  to  finance  program  losses. 

We  believe  any  assessment  beyond  the  small  group  market 
would  be/ should  be  broad-based. 

Another  important  consideration  is  how  much  of  the  risk  is  re- 
tained by  individual  carriers  versus  spread  to  the  rest  of  the 
market.  This  has  implications  for  incentives  to  manage  the  cost  of 
high-risk  cases  and  the  need  for  assessments  to  finance  pool  losses. 

We  believe  it  is  critical  to  assess  carriers — to  assure  carrier  ac- 
countability in  accepting  and  managing  risk  and  to  encourage  cost 
containment. 

Finally,  the  degree  of  administrative  complexity  and  costs  in- 
volved in  establishing  a  reinsurance  mechanism  continues  to  be  of 
concern.  We  believe  States  should  have  flexibility  to  adopt  less 
competitive  approaches. 

We  have  been  working  with  others  to  suggest  needed  improve- 
ments to  the  reinsurance  program.  Given  the  untested  nature  of 
this  program  and  the  need  to  make  significant  changes  in  the  origi- 
nal design,  we  believe  it  would  be  inappropriate  to  review  this  leg- 
islation as  a  model  for  other  States  as  a  national  model. 

We  believe  the  untested  nature  and  the  complexity  of  the  small 
group  reform  proposals  as  well  as  the  different  State  environments 
necessitates  State  flexibility  to  experiment  with  different  approach- 
es. We  therefore  urge  you  to  reject  the  single  solution  approach  to 
this  complex  problem. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  HARRY  J.  TORELLO,  PRESIDENT  AND  CHIEF 
OPERATING  OFFICER,  BLUE  CROSS  AND  BLUE  SHIELD  OF  CONNECTICUT 


Chairman  Stark  and  members  of  the  subcommittee,     I  appreciate 
the  opportunity  to  testify  before  you  today.     My  name  is  Harry 
Torello  and  I  am  President  and  Chief  Operating  Officer  for  Blue 
Cross  and  Blue  Shield  of  Connecticut.     Blue  Cross  and  Blue 
Shield  of  Connecticut  covers  over  one  million  citizens  of  our 
State  and  represents  approximately  60  percent  of  the  total 
premiums  underwritten  in  this  State.     We  cover  approximately  50 
percent  of  the  small  group  market,  all  of  which  have  the 
benefit  of  managed  care  programs. 

At  Blue  Cross  and  Blue  Shield,  we  share  your  concern  about  the 
problems  faced  by  small  employers  in  purchasing  health 
insurance.     Last  year,  the  state  of  Connecticut  enacted 
legislation  (P. A.  90-134)  in  response  to  these  same  concerns. 
I  am  appearing  before  you  today  to  discuss  this  legislation  and 
its  impact  on  Connecticut  and  the  potential  of  this  legislation 
as  a  model  for  action  for  other  states. 

My  testimony  today  will  begin  with  a  discussion  of  the  problems 
in  the  small  group  health  insurance  market.     I  will  then 
discuss  the  extent  to  which  Connecticut's  legislation  addresses 
these  problems,  and  conclude  with  my  thoughts  on  the  usefulness 
of  the  Connecticut  legislation  as  a  model  for  action  in  other 
states . 

Problems  in  the  Small  Group  Health  Insurance  Market 

The  primary  problem  small  employers  face  in  deciding  whether  to 
purchase  health  insurance  coverage  is  one  of  cost . 

The  cost  problem  has,  of  course,  worsened  over  time,  as  overall 
health  care  costs  have  escalated.    Lack  of  availability,  on  the 
other  hand  is  a  relatively  recent  problem.     This  problem  — 
the  inability  of  small  employers,  particularly  those  with 
high-risk,  high-cost  employees,  to  obtain  health  insurance 
coverage  —  is  a  relatively  recent  phenomenon,  and  one  that  has 
arisen  in  response  to  competitive  forces,  driven  largely  by 
efforts  to  provide  lower-cost  coverage  to  small  employers. 

Availability  of  insurance  was  not  an  issue  when  health 
insurance  first  evolved.     Nor  was  the  use  of  a  small  group's 
own  experience  in  establishing  its  rates  —  a  commonly  used 
practice  today.    When  Blue  Cross  and  Blue  Shield  Plans  began 
providing  insurance  coverage  in  the  1930s,  every  applicant  was 
accepted  for  coverage,  regardless  of  health  status.     And  all 
coverage  was  community-rated  —  that  is,  a  small  group's  own 
rates  were  established  based  on  the  overall  cost  of  covering 
the  entire  insured  population,  rather  than  the  individual 
group's  own  health  status  or  experience.     In  this  way,  the  cost 
of  coverage  for  groups  with  the  poorest  health  risks  was  kept 
at  the  most  affordable  level  possible,  because  lower-risk 
enrollees  heavily  subsidized  the  costs  of  higher-risk 
enrollees,  or,  from  a  demographic  perspective,  the  younger, 
healthier  insureds  subsidized  the  older,  sicker  insureds. 

Competition  then  entered  into  the  health  insurance  market  and 
underwriting  practices  emerged  similar  to  those  traditionally 
used  in  other  lines  of  insurance,  whereby  small  group  rates  are 
varied  according  to  the  risk  or  experience  of  particular  small 
groups  with  coverage  denied  for  groups  with  pre-existing 
conditions.     And,  in  addition  to  being  very  selective  in  the 
risks  they  will  accept,  some  insurers  also  refuse  to  renew 
coverage  of  groups  that  have  high  claims  experience,  leaving 
such  groups  uninsured,  and  probably  uninsurable  in  a  restricted 
access  competitive  market  environment. 

These  changes  came  about  in  part  because  of  employers'  demands 
for  lower  prices.     As  health  care  costs  escalated,  employers 
began  to  resist  provider  and  payor  efforts  to  distribute  costs 
among  insured  groups  through  such  mechanisms  as  community 
rating.     Demands  for  lower  premiums  and  an  end  to 
cross-subsidies  led  many  insurers  to  select  and  rate  groups 
based  on  risk  through  the  use  of  demographic  and/or  experience 
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rated  approaches.    This  shift  has  brought  insurance  costs  down 
for  many  employers,  but  it  has  exacerbated  the  af fordability 
problem  for  a  growing  number  of  small  employers,  especially 
those  who  remain  in  community  rated  programs. 

In  this  competitive  environment,  it  became  increasingly 
difficult  for  carriers  to  accept  all  applicants  and  maintain 
competitive  prices.     For  this  reason,  many  carriers  that 
previously  accepted  all  comers  and  community  rated  that 
coverage  have  had  to  move  away  from  tYvose  practices.  Vi^ny 
carriers  now  reject  high-risk  groups  and  rely  in  varying 
degrees  on  a  group's  own  experience  to  set  its  rates  —  a 
practice  which  results  in  competition  for  the  better  risk 
groups  and  high  costs  for  the  poor-risk  groups. 

In  spite  of  the  changes  in  the  competitive  environment,  some 
carriers  have  maintained  their  early  practices.     Blue  Cross  and 
Blue  Shield  of  Connecticut  generally  has  not  used  medical 
underwriting  to  identify  and  deny  coverage  to  high-risk  small 
employers.     Nor  have  we  ever  used  a  small  group's  own 
experience  or  health  status  to  establish  its  rates.    We  have 
continued  to  community  rate  our  small  group  products,  although 
we  have  had  to  move  away  from  pure  community  rating  by 
adjusting  our  community  rates  to  account  for  a  small  group's 
demographic  characteristics,  because  of  competitive  pressures. 
The  more  aggressive  practices  of  our  competitors  enabled  them 
to  skim  off  our  good-risk  groups,  resulting  in  an  adverse 
selection  spiral  in  our  business. 

With  the  passage  of  P. A.  90-134  last  spring,  we  have  been 
forced  to  adopt  medical  underwriting  in  order  to  assess 
properly  the  risk  of  small  group  applicants  for  the  purpose  of 
participating  in  the  private  reinsurance  pool  mechanism.  This 
represents  a  significant  change  in  the  inherent  way  Blue  Cross 
and  Blue  Shield  of  Connecticut  does  business.     However,  it  is  a 
necessary  requirement  for  our  corporation  if  we  are  to  continue 
to  offer  coverage  to  the  small  group  market  under  the  new 
legislation.     I  also  would  note  that  as  a  result  of  this 
legislation,  we  will  begin  adjusting  small  group  rates  to 
reflect  their  underlying  risk  or  experience,  within  the  limits 
allowed  under  the  new  law. 

Connecticut's  Legislation 

Last  May,  in  response  to  the  perceived  problems  of  availability 
and  af fordability  of  insurance  coverage  for  small  employers 
(size  1-25),  Connecticut  adopted  legislation  that  establishes 
the  following: 

o        Standards  of  behavior  for  carriers  in  the  small  group 
market .     Carriers  must  accept  all  applicants  for 
coverage,  are  prohibited  from  dropping  small  employers 
from  coverage  because  of  bad  experience  and  must  limit 
the  use  of  a  group's  own  health  status  or  experience 
in  determining  its  rates. 

o        A  Mandatory  Reinsurance  Pool.    A  mandatory,  private 

reinsurance  program  will  be  established  to  spread  the 
costs  associated  with  accepting  all  small  groups  on  a 
guaranteed  issue  basis.     Losses  from  the  reinsurance 
mechanism  will  be  financed  first  from  the  small  group 
market  and  then  through  the  rest  of  the  private 
insured  market. 

o        Lower-Cost  Products  for  Currently  Uninsured  Small 

Groups.     Currently  uninsured  small  groups  will  be  able 
to  buy  a  special  lower-cost  product  from  all  carriers, 
provided  the  groups  have  not  had  coverage  for  the 
period  two  years  prior.     The  lower  cost  is  achieved  by 
establishing  provider  reimbursement  at  75  percent  of 
Medicare  rates.     Another  provision  will  prohibit 
providers  from  balance  billing  insureds  whose  income 
level  is  below  200  percent  of  the  poverty  line. 
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o        Eacpanded  Public  Programs  for  the  Low-Incomft.  The 
legislation  also  provides  for  a  variety  of  new 
programs,  both  Medicaid  expansions  and  direct  service 
programs,  for  low-income  individuals. 

Comments  and  Concerns  with  the  Connecticut  Legislation 

In  evaluating  the  utility  of  this  legislation  as  a  model  for 
action  in  other  environments,  it  is  important  to  understand 
what  the  legislation  will  and  will  not  do  in  Connecticut,  For 
that  reason,   I  will  turn  now  to  a  discussion  of  the 
legislation's  effect  on  the  goals  of  improving  af f ordability 
and  availability. 

Effects  on  Af fordability.     The  initiatives  to  establish 
lower-cost  products  and  extend  public  program  coverage  for  some 
small  employers  are  designed  to  address  the  af fordability 
problems  faced  by  most  small  employers.     However,  we  have  grave 
concerns  about  using  75  percent  of  Medicare  payment  rates.  The 
cost  shift  resulting  from  inadequate  Medicare  and  Medicaid 
payment  rates  in  Connecticut  totaled  $650  million  last  year. 
And  we  project  that  by  1993,  the  average  shortfall  per  hospital 
admission  for  a  publicly  funded  patient  will  be  $2,666.  In 
Connecticut,  Medicare  and  Medicaid  beneficiaries  account  for 
about  half  of  all  hospital  admissions;  the  other  half  are 
private  patients.     This  means  that  the  private  sector  —  small 
and  large  businesses  alike  —  will  pay  on  average  $2,666  more 
per  admission  than  the  public  programs.     This  is  significant! 
Our  concern  is  that  unless  public  funding  of  these  entitlement 
programs  is  improved,  this  legislation  will  exacerbate  the 
af fordability  problem  already  faced  by  small  employers  that 
currently  provide  health  insurance  coverage. 

In  the  interests  of  containing  costs.  Blue  Cross  and  Blue 
Shield  of  Connecticut  supports  exempting  all  products  sold  to 
small  employers  from  state  mandates  —  which  can  add  up  to  15 
percent  to  the  cost  of  coverage  for  small  employers  in 
Connecticut.     This  exemption  was  not  included  in  the 
legislation.     As  a  result,  many  small  employers  will  continue 
to  face  increased  costs  related  to  state  mandated  benefit  and 
provider  laws  —  which,  while  providing  meaningful  coverage,  do 
not  necessarily  allow  for  flexibility  in  assuring  affordable 
coverage.     In  addition,  it  is  important  to  understand  that  the 
carrier  reforms  and  the  mandatory  reinsurance  program  probably 
will  result  in  increased  costs  for  many  small  employers,  for 
the  following  reasons: 

o        The  rating  reforms  will  require  carriers  that 

currently  use  experience  rating  to  narrow  the  range  of 
rates  charged  to  small  groups  so  rates  for  groups  with 
similar  demographic  characteristics  could  not  vary  by 
more  than  200  percent.     This  will  lower  rates  for  some 
high-risk  groups,  but  will  increase  rates  for 
lower-risk  groups. 

o        The  guaranteed  issue  requirement,  in  combination  with 
the  reinsurance  pool  mechanism,  will  distribute  the 
costs  of  covering  high-risk  groups  throughout  the 
market,  once  again  resulting  in  potentially  higher 
rates  for  lower-risk  groups,  in  comparison  to  current 
rates . 

o        The  lower-cost  plans  for  uninsured  small  employers  are 
intended  to  address  the  af fordability  barrier  that 
prevents  many  small  employers  from  buying  coverage. 
However,  we  are  not  very  optimistic  about  the  ability 
of  these  lower-cost  plans  to  significantly  reduce  the 
number  of  uninsured  small  groups.    While  the  program 
initially  will  lower  the  cost  of  health  insurance  for 
these  small  employers,  its  availability  is  limited  to 
a  three-year  period.     A  better  way  to  assure  the 
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availability  of  lower-cost  coverage  would  be  to  remove 
state  mandates.    We  believe  any  future  legislative 
initiatives  dealing  with  this  issue  must  consider  how 
to  assure  cost  effectiveness  and  avoid  additional  cost 
shifting. 

o        The  overhead  costs  associated  with  implementing  and 
administering  this  complex  new  reinsurance  program 
also  will  increase  the  cost  of  small  employer 
coverage.    At  our  initiative,  the  Board  of 
Connecticut's  reinsurance  mechanism,  on  which  we 
serve,  recently  suggested  changes  to  the  program's 
design  that  will  simplify  its  administration.  The 
insurance  commissioner  approved  these  changes  and  the 
Board's  revised  plan  of  operations  on  February  1st.  I 
believe  this  effort  significantly  improves  the 
reinsurance  mechanism's  viability.    However,  areas  of 
complexity  remain. 

Effects  on  Availability.    One  of  the  noted  objectives  of  the 
legislation  is  to  assure  that  all  small  employers  have  access 
to  private  insurance  coverage  and  to  shift  the  basis  of 
competition  away  from  risk  selection  practices.    To  meet  this 
objective,  the  legislation  requires  all  carriers  in  the  small 
group  market  to  accept  all  small  groups  for  coverage,  and  it 
establishes  a  mandatory,  private  reinsurance  mechanism  to  help 
carriers  manage  this  requirement.    While  we  will  continue  our 
efforts  to  make  the  legislation  adopted  here  in  Connecticut 
work  as  well  as  possible,  I  do  feel  there  are  alternatives  that 
would  simplify  and  improve  the  overall  approach  of  assuring  the 
availability  of  private  coverage  to  the  small  group  market. 

I  should  note  that  availability  of  private  coverage  for  small 
employers  has  not  been  a  problem  in  Connecticut.    Because  of 
the  practice  of  Blue  Cross  and  Blue  Shield  of  Connecticut  as 
well  as  those  of  some  other  carriers,  coverage  generally  has 
been  available  to  any  small  group. 

And,  while  one  goal  of  the  legislation  is  to  move  carriers  away 
from  risk  selection  practices,  the  legislation  in  fact 
encourages  continued  use  of  risk  selection.    This  result  will 
occur  because  carriers  must  use  medical  underwriting  to 
identify  which  small  groups  to  reinsure,  because  all  carriers 
—  including  our  Plan  —  are  required  to  participate  in  the 
reinsurance  program.    Consequently,  the  legislation  has  forced 
us  to  adopt  the  practice  of  medical  underwriting  for  purposes 
of  identifying  which  groups  to  reinsure,  to  appropriately 
adjust  rates,  within  the  prescribed  bands,  to  remain 
competitive  in  the  market. 

Problems  vfith  Vsinq  Connecticut  as  a  Model 

While  Blue  Cross  and  Blue  Shield  of  Connecticut  has  focused  its 
efforts  on  trying  to  make  the  new  legislation  work  for  the 
small  group  employees  of  our  State,  we  continue  to  believe  that 
it  is  premature  to  state  that  this  legislation  represents  the 
best  —  or  even  the  preferred  —  solution  to  the  problems  in 
the  small  group  market  from  a  national  perspective. 

The  legislation  fails  to  do  enough  to  address  the  key  problem 
of  costs,  and  fixes  an  availability  "problem"  that  wasn't  a 
problem  with  an  administratively  complex  and  expensive  new 
reinsurance  program. 

In  addition,  some  of  the  design  elements  included  in  the 
Connecticut  legislation  may  be  problematic  if  adopted  in  other 
states. 

Voluntary  v.  Mandatory  Carrier  Participation.    One  key 
design  element  is  whether  all  carriers  should  be  required 
to  participate  in  the  reinsurance  mechanism,  as  in 
Connecticut.    While  we  do  not  oppose  the  mandatory  design 
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of  the  reinsurance  mechanism  here  in  Connecticut,  we 
recognize  that  some  Blue  Cross  and  Blue  Shield  Plans  and 
HMOs  in  other  states  would  prefer  a  voluntary  approach,  in 
such  states,  we  believe  it  would  be  appropriate  to  permit 
these  carriers  to  opt  out  of  the  reinsurance  program,  as 
long  as  they  accepted  all  small  groups  for  coverage  and  met 
the  same  rules  as  other  carriers  with  respect  to  their 
rating  and  renewal  practices.    A  voluntary  approach  would 
avoid  the  problem  of  forcing  carriers  to  adopt  medical 
underwriting  in  order  to  remain  competitive.     It  also  would 
reduce  the  number  of  high-risk  groups  covered  through  the 
reinsurance  mechanism  —  and  therefore  the  subsidy 
necessary  to  support  program  losses. 

Volume/Assessment  Structure.     Another  key  design  element 
is  the  volume  of  claims  covered  by  the  reinsurance 
mechanism  —  and,  correspondingly,  the  assessment  mechanism 
used  to  finance  program  losses.     These  two  issues  are 
inextricably  linked,  because  the  higher  the  volume  of 
claims  paid  by  the  new  mechanism,  the  larger  the  losses 
that  must  be  financed. 

The  assessment  structure  in  the  Connecticut  legislation 
relies  first  on  the  small  group  market  and  then  on  the 
large  group  and  individual  markets.     A  key  concern  with 
this  structure  is  the  inequity  of  assessing  insured  larger 
group  business  when  ERISA  will  protect  self-funded  larger 
groups  from  helping  to  finance  any  program  losses.  We 
believe  that  any  assessment  beyond  the  small  group  market 
should  be  as  broad-based  as  possible.    Another  important 
design  consideration  is  how  much  of  the  risk  associated 
with  accepting  all  small  groups  is  retained  by  individual 
carriers  versus  spread  to  the  rest  of  the  market.  This 
decision  is  important  both  because  of  its  implications  for 
incentives  to  manage  the  care  of  high-cost  cases  and  the 
need  for  assessments  to  finance  pool  losses.    We  believe  it 
is  critical  for  any  reform  effort  to  assure  carrier 
accountability  in  accepting  and  managing  risk  and  to 
encourage  cost  contairaent  efforts. 

Administrative  Ccmplezity.    The  degree  of  administrative 
complexity  —  and  cost  —  involved  in  establishing  and 
operating  a  reinsurance  mechanism  as  defined  in  Connecticut 
continues  to  be  a  major  concern  for  us,  and  will  be  a 
concern  for  any  state  considering  adopting  a  similar 
approach.    For  this  reason,  we  believe  that  states  should 
have  the  flexibility  to  adopt  less  complex  approaches,  if 
such  approaches  meet  the  needs  of  their  environment. 

Conclusion 

Since  passage  of  the  legislation,  we  have  been  working  with 
others  to  suggest  needed  improvements  to  the  reinsurance 
program.    But,  given  the  untested  nature  of  this  program,  and 
the  need  —  already  demonstrated  —  to  make  significant  changes 
in  the  original  program  design,  we  believe  it  would  be 
inappropriate  to  view  this  legislation  as  a  model  that  should 
be  adopted  in  other  states  or,  indeed,  as  a  national  model.  In 
addition,  while  the  general  approach  taken  in  Connecticut  may 
be  appropriate  in  some  other  states,  the  issues  outlined  above 
demonstrate  the  need  for  each  state  to  be  able  to  determine 
what  approach  would  address  most  appropriately  the  nature  and 
scope  of  the  small  group  problems  present  in  their  environments. 

For  example,  there  are  many  other  states  that  have  Blue  Cross 
and  Blue  Shield  Plans  that  already  provide  coverage  to  all 
small  employers,  regardless  of  health  status.     In  such  states, 
additional  intervention  to  assure  availability  of  coverage 
clearly  is  unnecessary,  although  it  may  be  desirable  to  adopt 
rating  and  renewal  reforms  throughout  the  market.    And  in 
states  where  availability  is  a  problem,  states  may  wish  to 
consider  approaches  other  than  the  one  adopted  here,  or  may 
wish  to  modify  our  approach. 
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The  interim  report  of  the  industry  advisory  committee  appointed 
by  the  National  Association  of  Insurance  Commissioners  (NAIC) 
to  develop  responses  to  these  problems  also  reflects  the  need 
for  state  options.    Rather  than  focusing  on  a  single  model,  the 
committee's  interim  report  to  the  NAIC  describes  six  options 
that  are  under  consideration. 

In  conclusion.  Blue  Cross  and  Blue  Shield  of  Connecticut 
believes  that  changes  are  needed  in  many  states  to  assure  small 
employers  access  to  private  coverage  at  fairly  determined 
rates.     However,  our  own  experience  with  small  group  reform 
legislation  suggests  that  the  approach  adopted  here  in 
Connecticut  may  not  be  appropriate  in  other  states. 

As  your  committee  debates  further  how  best  to  address  the 
problems  in  this  market,  we  ask  you  to  consider  the  untested 
nature  and  the  complexity  of  small  group  reform  proposals,  as 
well  as  the  different  environments  in  different  states.  We 
believe  that  this  situation  necessitates  state  flexibility  to 
experiment  with  different  approaches,  and  we  urge  you  to  reject 
a  single-solution  approach  to  this  very  complex  and  variable 
problem. 

Thank  you  again  for  the  opportunity  to  testify  today. 
0596c 
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Mr.  Donnelly.  Thank  you,  Mr.  Torello. 
Mr.  Paydos. 

STATEMENT  OF  CHARLES  J.  PAYDOS,  EXECUTIVE  VICE  PRESI- 
DENT, PHOENIX  MUTUAL  LIFE  INSURANCE  CO.,  ENFIELD, 
CONN.,  ACCOMPANIED  BY  JOAN  HERMAN,  SENIOR  VICE  PRESI- 
DENT 

Mr.  Paydos.  Thank  you,  Mr.  Donnelly,  and  good  morning,  com- 
mittee members. 

My  name  is  Chuck  Paydos,  and  I  am  executive  vice  president  of 
Phoenix  Mutual  Life  Insurance  Co.,  and  head  of  the  company's 
group  line  of  business. 

I  am  especially  pleased  at  the  opportunity  to  speak  to  you  today 
because  you  are  addressing  one  of  this  country's  most  crucial  prob- 
lems. 

The  issue  of  health  care  coverage  is  a  m_atter  of  extreme  impor- 
tance to  every  citizen,  and  it  is  also  a  matter  of  deep  concern  for 
anyone  who  runs  a  business  of  any  size. 

I  have  a  very  short  time  to  speak  to  you  today,  and  I  have  really 
three  points  to  make. 

First,  this  is  not  just  a  matter  of  access  that  we  are  dealing  with; 
rather,  we  think  primarily  it  is  a  matter  of  affordability. 

Second,  we  recognize  that  changes  need  to  be  made,  and  we  not 
only  recognize  this,  but  we  have  been  very  active  in  those  processes 
that  will  promote  change. 

And,  third,  we  believe  that  the  problems  should  be  solved  at  the 
State  level  rather  than  to  impose  a  single  Federal  solution. 

Now,  allow  me  to  amplify  these  points.  Regarding  my  first  point 
on  the  issues  of  access  and  affordability,  the  30  years  that  Phoenix 
has  specialized  in  the  small  employer  marketplace,  we  know  these 
businesses,  their  owners  and  their  employees.  They  are  our  clients. 
For  30  years,  our  sur\^val  has  depended  upon  our  listening  very 
carefully  to  these  people,  and  we  have  found  that  they  face  unique 
problems. 

Small  companies  are  struggling  to  do  the  right  thing,  to  protect 
their  employees,  but  in  the  process,  because  costs  are  high,  they 
are  straining  their  ability  to  compete,  and  even  in  some  cases  to 
stay  in  business. 

As  I  said,  the  problems  are  twofold,  access  and  affordability. 
When  you  are  dealing  with  issues  of  access,  you  must  remember 
that  85  percent  of  Americans  have  some  form  of  insurance,  private 
or  government  sponsored.  It  is  the  other  15  percent  who  need  our 
help. 

Our  company  and  our  industry  are  intent  on  helping  devise  a 
way  to  provide  coverage  for  that  15  percent,  but,  and  I  cannot 
stress  this  enough,  any  solution  must  not  jeopardize  the  programs 
that  already  are  working  for  85  percent  of  the  people. 

When  we  talk  about  the  problems  facing  the  typical  employer, 
the  typical  small  employer,  we  fmd  that  affordability  is  always  at 
the  top  of  the  list,  the  biggest  impediment  to  sponsoring  an  employ- 
ee benefit  plan. 

It  is  a  fact  that  many  small  employers  in  Connecticut  and  else- 
where provide  no  health  insurance  or  other  employee  benefits  be- 
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cause  they  simply  cannot  afford  to,  and  it  is  a  fact  that  small  com- 
panies shop  their  coverage  year  after  year,  and  it  is  a  sad  fact  that 
many  have  dropped  their  health  insurance  coverage  when  faced 
with  yet  another  rate  increase  because  they  simply  cannot  afford 
it. 

The  pressures  on  this  segment  of  the  market  are  increased  by 
the  spiraling  costs  of  health  care,  which  have  climbed  faster  than 
the  rate  of  inflation  for  more  than  a  decade.  They  reflect  not  only 
increased  charges  by  hospitals  and  doctors  but  also  the  increased 
use  of  medical  services,  expensive  advances  in  technology,  and  a 
shifting  of  costs  from  the  public  to  the  private  sector. 

The  premiums  must  reflect  the  level  of  benefits  being  paid  out.  If 
health  care  costs  rise,  premiums  rise,  and  all  of  this  is  the  reality 
of  the  small  employer  marketplace  that  we  work  in  at  Phoenix,  but 
not  only  is  the  cost  of  the  health  care  a  direct  problem  for  employ- 
ers; it  is  also  a  difficult  market  for  insurance  companies  themselves 
to  do  business. 

Regarding  my  second  point,  the  need  to  change,  we  have  been 
active.  Our  representatives  at  Phoenix  have  served  on  a  National 
Association  of  Insurance  Commissioners'  Advisory  Committee, 
Health  Insurance  Association  of  America  committees,  and  closer  to 
home,  we  have  worked  hard  with  members  of  the  Insurance  Asso- 
ciation of  Connecticut  to  develop  a  workable  proposal,  and  we  have 
also  tried  to  make  our  views  known  in  government  forums  at  the 
State  and  Federal  level  as  we  are  doing  today. 

Having  said  all  that,  and  regarding  my  third  point,  I  must  tell 
you  that  it  is  premature  for  the  Federal  Government  to  mandate  a 
specific  small  group  solution  to  all  the  States,  and  here  is  why. 

The  vast  majority  of  States  are  already  moving  to  deal  with  the 
issue  of  improving  access  to  health  care.  In  fact,  there  are  a  variety 
of  solutions  being  proposed  at  the  State  level,  and  it  is  not  at  all 
clear  which  will  be  the  most  effective. 

Just  last  year,  nine  States  passed  laws  allowing  lower  cost  poli- 
cies without  mandated  benefits.  Four  States  adopted  rate  limits  on 
companies.  The  NAIC  has  adopted  model  proposals  that  we  expect 
many  States  to  seriously  consider  this  year.  In  addition,  the  HIAA 
has  developed  a  very  specific  proposal  that  deals  with,  among  other 
things,  rate  reforms  and  guaranteed  availability  and  provisions  for 
continuity  of  coverage,  and  the  industry  is  supporting  that  propos- 
al. 

We  expect  many  States  to  pass  legislation  this  year,  in  fact.  We 
believe  it  would  be  far  better  to  allow  the  States  to  become  labora- 
tories trying  different  solutions  to  see  which  works  best.  We  should 
reach  some  conclusions  within  3  to  4  years. 

And  there  is  another  reason  for  caution.  The  problems  are  ex- 
tremely complex.  So  it  is  difficult  for  even  highly  knowledgeable 
people  to  find  effective  solutions.  We  have  already  seen  this  here  in 
Connecticut,  where  it  has  become  apparent  that  some  changes  in 
the  existing  law  may  be  needed. 

Finally,  because  of  the  critical  nature  of  the  problem,  it  is  essen- 
tial that  the  Federal  Government  not  leap  to  a  solution  that  in  the 
end  makes  the  situation  worse.  Premature  mandating  of  a  specific 
single  program  could  do  irreparable  harm  to  the  small  group 
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health  insurance  market,  driving  up  the  price  and  diminishing  ca- 
pacity. 

We  would  like  to  encourage  States  to  improve  access  to  health 
care,  so  we  suggest  that  the  Federal  Government  encourage  the 
States  to  adopt  programs  to  improve  access,  including  permission 
to  sell  health  insurance  plans  free  of  mandated  benefits. 

In  addition,  there  should  be  an  expansion  of  tax  credits  and  in- 
centives for  self-employed  and  small  employers  to  provide  coverage 
for  their  employees. 

We  in  the  insurance  industry  will  do  our  part  by  guaranteeing 
access  through  the  use  of  reinsurance  pools  in  order  to  assure  that 
all  small  employers  will  be  able  to  provide  a  basic  level  of  benefits 
to  their  employees. 

But  in  conclusion,  I  come  back  to  the  matter  of  affordability. 
While  the  programs  that  we  have  discussed  guarantee  availability, 
they  only  begin  to  address  the  problem  of  affordability  which  con- 
tinues to  be  the  chief  cause  of  noncoverage,  and  to  solve  this  prob- 
lem, we  simply  have  to  drive  down  costs  or  at  least  constrain  the 
rapid  increase. 

But  the  Federal  Government  cannot  solve  the  problem  alone. 
The  insurers,  small  businesses,  health  care  providers  and  individ- 
ual employees  cannot  do  it  alone  either.  We  simply  must  work  to- 
gether cooperatively  to  find  that  critical  balance  to  protect  the 
health  of  all  the  country's  citizens. 

In  holding  these  concerns,  I  know  you  recognize  that  need,  and  I 
assure  you  that  we  recognize  it  as  well. 

Thank  you. 

[The  prepared  statement  follows:] 
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Good  morning,  Chairman  Stark  and  members  of  the  Committee. 
Myname  is  Charles  Paydos  and  I  am  Executive  Vice  President  of 
PhoenixMutual  life  Insurance  Company  and  head  of  the  company's 
Group  lineof  business. 

I  am  especially  pleased  at  the  opportunity  to  speak  to  you 
today,  because  you  are  addressing  one  of  this  country's  most 
crucial  problems.  If  pocketbook  issues  are  becoming  increasingly 
important,  I  can't  think  of  an  issue  that  affects  everyone's 
pockatbook  to  the  extent  that  this  one  does.  .  .  an  issue  that 
literally  affects  the  lives  of  every  citizen  in  this  country. 
The  issue  of  health  care  coverage  is  a  matter  of  extreme  importance 
to  every  citizen.  It  is  also  a  concern  for  anyone 
who  runs  a  business  of  any  size.  And  obviously,  it  is  critical  to 
those  of  you  who  are  elected  to  govern  this  country  and  who <must 
make  sense  out  of  an  incredibly  complex  and  difficult  problem. 

My  company.  The  Phoenix,  is  a  life  and  health  insurance 
company.  We  are  a  mutual  insurance  company,  which  means  that  our 
only  owners  are  our  policyholders.  The  Phoenix  provides  health 
care  coverage  to  over  one  million  people  working  in  businesses 
across  the  country.  The  vast  majority  are  small  businesses  with 
fewer  than  25  employees.  For  30  years.  The  Phoenix  has  specialized 
in  this  market  .   .   .  the  small  employer  market. 

We  know  these  businesses,  their  owners  and  their  employees. 
They  are  our  clients.  .  .  and  we've  found  that  they  face  unique 
problems.  Small  companies  are  struggling  to  do  the  right  thing,  to 
protect  their  employees.  But  in  the  process,  they  are  straining 
their  ability  to  compete.  One  more  dollar,  one  more  dime  in  health 
care  costs  places  a  small  company's  capital  reserves  and 
discretionary  dollars,  its  financial  livelihood  and  its  workforce 
at  risk. 

The  problems  are  twofold:  Access  and  af fordability.  When 
you're  dealing  with  issues  of  access,  you  must  remember  that  85 
percent  of  Americans  have  some  form  of  insurance,  private  or 
government-sponsored.  It's  the  other  15  percent  who  need  help.  Our 
company  and  our  industry  are  intent  on  helping  devise  a  way  to 
provide  insurance  for  that  15  percent,  but,  and  I  cannot  stress 
this  enough,  any  solution  must  not  jeopardize  the  programs  that 
already  are  working  for  85  percent  of  the  people. 

When  you  look  at  the  problems  facing  the  typical  small 
employer,  af  fordability  is  at  the  top  of  the  list,  the  biggest 
impediment  to  sponsoring  an  employee  health  plan.  And  make  no 
mistake  about  it.  It's  a  fact  that  many  small  employers  in 
Connecticut  and  elsewhere  provide  no  health  insurance  or  other 
employee  benefits.  It's  a  fact  that  small  companies  "shop" 
their  coverage,  year  after  year.  And  it's  a  sad  fact  that  many  have 
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dropped  their  health  insurance  coverage  when  faced  with  yet  another 
rate  increase  because  they  simply  can't  afford  it. 

The  pressures  on  this  segment  of  the  market  are  increased  by 
the  spiraling  costs  of  health  care,  which  have  climbed  faster  than 
the  rate  of  inflation  for  more  than  a  decade.  They  reflect  not  only 
increased  charges  by  hospitals  and  doctors,  but  also  the  increased 
use  of  medical  services,  expensive  advances  in  technology  and  the 
shifting  of  costs  from  the  public  to  the  private  sector. 

That's  the  reality  of  the  marketplace.  This  is  the  reality  of 
insurance,  the  business  I  work  in:  Premiums  must  reflect  the  level 
of  benefits  being  paid  out.  If  health  care  costs  rise,  premiums 
rise.  But  not  only  is  the  cost  of  health  care  a  difficult  problem 
for  employers,  it  also  creates  a  market  in  which  it  is  difficult 
for  insurance  companies  themselves  to  do  business. 

Let's  put  it  bluntly:  We  have  not  made  money  selling  health 
insurance.  Over  the  last  20  years.  The  Phoenix  has  seen  an 
acciimulated  net  loss  of  3.7  percent  of  premivim  in  group 
health  insurance.  The  good  years  have  been  more  than  offset  by  some 
terrible  years.  The  aggregate  loss  has  been  countered  by  selling 
other  types  of  group  coverage.  But  even  with  these  additional 
sales,  our  total  profit  margin  in  our  group  business  has  been  only 
3.3  percent  of  premixims  over  these  20  years. 

We  remain  in  the  market  because  we  are  committed  to  providing 
benefits  to  small  business.  As  I've  said  before,  they  are  our 
primary  clients. 

Because  of  this  commitment.  The  Phoenix  has  actively 
participated  in  debates  nationwide  discussing  the  problems  of  the 
uninsured,  particularly  in  the  small  group  market.  Our 
representatives  have  served  on  a  National  Association  of  Insurance 
Commissioners  Advisory  Committee,  Health  Insurance  Association  of 
America  committees  and,  closer  to  home,  have  worked 
with  members  of  the  Insurance  Association  of  Connecticut  to  develop 
a  workable  proposal. 

Having  said  all  that,  I  must  tell  you  that  it's  premature  for 
the  federal  government  to  mandate  a  specific  small  group  solution 
to  all  the  states,  and  here's  why: 

The  vast  majority  of  states  are  moving  to  deal  with  the  issue 
of  improving  access  to  health  care.  In  addition,  there  are  a 
variety  of  solutions  being  proposed  at  the  state  level  and  it's  not 
at  all  clear  which  will  be  the  most  effective. 

Just  last  year,  nine  states  passed  laws  allowing  lower-cost 
policies  without  mandates.  Four  states  adopted  rate  reforms.  The 
NAIC  has  adopted  model  proposals  that  we  expect  many  states  to 
seriously  consider  this  year.  And  more  than  40  states  are  looking 
at  ways  to  deal  with  the  issues  of  access  and  af f ordability  for 
small  businesses.  We  expect  many  of  them  to  pass  proposals  this 
year.  In  addition,  the  HIAA  has  developed  a  very  specific  proposal 
that  deals  with,  among  other  things,  rate  reforms,  guaranteed 
availability  and  provisions  for  continuity  of  coverage,  and  the 
industry  is  supporting  that  proposal. 

We  believe  it  would  be  far  better  to  allow  the  states 
to  become  laboratories  trying  different  solutions  to  see  which 
works  best.  We  should  reach  some  conclusions  within  three  to  four 
years . 

There's  another  reason  for  caution:  The  problems  are  extremely 
complex,  so  it's  difficult  for  even  highly  knowledgeable  peopV, 
to  find  effective  solutions.  We've  already  seen  this  here  in 
Connecticut,  where  it  has  become  apparent  that  some  changes  in  the 
existing  law  are  needed. 

Finally,  because  of  the  critical  nature  of  the  problem,  it's 
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Finally,  because  of  the  critical  nature  of  the  problem,  it's 
essential  that  government  not  leap  to  a  solution  that  in  the  end 
makes  the  situation  worse.  Premature  mandating  of  a  specific 
program  could  do  irreparable  harm  to  the  small  group  health 
insurance  market,  driving  up  the  price  and  diminishing  capacity. 

We  want  to  encourage  states  to  improve  access  to  health  care, 
so  we  would  suggest  that  the  federal  government  encourage  the 
states  to  adopt  programs  to  improve  access,  including  permission 
to  sell  health  insurance  plans  free  of  mandated  benefits.  In 
addition,  there  should  be  an  expansion  of  tax  credits  and 
incentives  for  self-employed  and  small  employers  to  provide 
coverage  for  their  employees. 

But  I  return  to  the  matter  of  af f ordability .  While  these 
programs  that  we've  discussed  will  guarantee  availability,  they 
only  begin  to  address  the  problem  of  aff ordability,  which  continues 
to  be  the  chief  cause  of  non-coverage.  To  solve  the  problem  of 
aff ordability,  we  simply  have  to  drive  costs  down. 

But  the  federal  government  cannot  solve  the  problem  alone. 
The     insurers,     small    businesses,     health    care    providers  and 
individual  employees  cannot  do  it  alone,   either.  We  simply  must 
work  together,    cooperatively,    to  find  that  critical  balance  to 
protect  the  health  of  all  this  country's  citizens. 

In  holding  these  hearings,  I  know  you  recognize  that  need  and 
I  assure  you  that  we  recognize  it  as  well.  Thank  you. 
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Chairman  Stakk.  Thank  you. 

Mr.  O'Brien,  would  you  Hke  to  enUghten  us? 

STATEMENT  OF  G.  ROBERT  O'BRIEN.  EXECUTIVE  VICE 
PRESIDENT.  CIGNA  CORP..  HARTFORD.  CONN. 

Mr.  O'Brien.  Good  morning.  Mr.  Chairman  and  members  of  the 
committee. 

I  am  Bob  O'Brien,  president  of  the  CIGXA's  Employee  Benefit 
Cos. 

Now.  CIGNA  is  the  largest  investor-owned  commercial  health  in- 
surance operation  in  the  United  States  and  one  of  the  largest  oper- 
ators of  HMOs. 

My  purpose  here  this  morning  is  to  encourage  congressional  sup- 
port for  the  managed  care  approach  to  constraining  health  care 
costs  while  delivering  quality  of  care. 

I  would  call  for  your  endorsement  of  efforts  designed  to  encour- 
age the  use  of  managed  care  in  the  private  and  in  the  public  sec- 
tors. I  would  suggest  that  you  take  steps  to  prohibit  activities  that 
are  designed  to  limit  the  development  of  managed  care  concepts. 

It  is  my  understanding  that  legislation  such  as  this  will  be  on  the 
floor  in  the  near  future. 

Let  me  say  at  the  outset  that  CIGNA  believes  that  all  Americans 
should  have  access  to  necessary  health  care.  We  believe  that  this 
goal  can  best  be  accomplished  through  a  public-private  partnership 
with  Government  providing  the  necessary  assistance  for  persons 
who  cannot  afford  private  health  insurance  and  for  the  private 
sector  providing  necessary  financing  and  care  for  the  remainder  of 
the  population. 

Anyone  who  is  committed  to  providing  universal  access  to  cover- 
age must  recognize  that  the  ultimate  success  hinges  on  the  ability 
to  control  health  care  cost  inflation.  We  believe  that  managed  care 
offers  the  best  promise  for  effecting  permanent  cost  containment. 

In  CIGNA's  experience,  managed  care  has  cut  the  rate  of  infla- 
tion on  our  health  care  programs  in  half  Over  the  last  3  years, 
costs  under  our  indemnity  programs  has  been  escalating  at  an  av- 
erage of  20  to  24  percent  a  year.  The  rate  of  escalation  under  our 
managed  care  programs  has  been  less  than  12  percent.  Managed 
care  is  demonstrating  that  it  can  effectively  control  costs  in  a  grow- 
ing number  of  situations,  and  it  has  the  potential  to  do  so  on  a 
broader  basis. 

As  we  defme.  ^Ir.  Chairman,  managed  care  consists  of  health 
benefit  programs  that  deliver  quality  of  care  at  lower  cost  by  estab- 
lishing a  carefully  selected  network  of  doctors,  of  hospitals  and 
other  providers  who  are  under  contract  and  who  agreed  beforehand 
to  meet  certain  predetermined  standards  of  quality  and  the  costs 
that  they  would  charge  for  these. 

It  must  also  include  incentives  for  the  individuals  in  the  system. 
At  the  heart  of  the  managed  care  network  is  the  primary  care  phy- 
sician, a  care  manager  doing  exactly  what  general  practitioners  of 
the  traditional  family  medicine  were  trained  to  do;  that  is,  diag- 
nose and  coordinate  the  treatment  while  building  strong  relation- 
ships with  the  patients  and  their  families. 
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But  there  is  a  difference.  This  new  generation  of  physician  man- 
ages a  patient's  entire  medical  care,  controls  specialist  referrals, 
authorizes  hospital  admissions,  monitors  for  quality,  and  works 
with  the  overall  team  to  ensure  the  most  effective  medical  care  de- 
livery. 

To  critics  who  say  managed  care  does  not  work,  let  me  say  that 
they  have  not  implemented  a  program  of  managed  care  yet.  They 
have  been  flirting  with  a  few  of  the  techniques  of  managed  care. 
The  real  potential  for  savings  lies  in  achieving  lasting  change  in 
behavior  through  contractual  relationships  established  with  a  lim- 
ited number  of  primary  care  physicians  and  specialists. 

It  is  very  clear  to  me  that  based  on  our  experience  of  the  last 
several  years,  that  managed  care  is  having  an  impact  on  the  costs 
and  ensuring  the  delivery  of  quality  care. 

All  too  often,  efforts  to  develop  managed  care  arrangements  are 
considered  constrained  by  ill-conceived  State  legislation  and  some 
outdated  Federal  regulations.  Impractical  shackles  placed  on  cost 
contain!  ^nt  programs  are  destructive  and  inflationary. 

In  adf"  tion,  we  would  urge  that  you  set  the  health  policy  of  this 
country  x^hrough  the  use  of  managed  care  networks  for  both  public 
and  private  programs. 

We  believe  that  the  network-based  incentives  and  the  case  man- 
agement techniques  that  work  in  the  private  sector  will  work  for 
Medicare  and  for  Medicaid.  Other  Government  programs,  such  as 
those  covering  Federal  employees,  the  military  and  veterans,  could 
also  make  more  extensive  use  of  network-based  managed  care  pro- 
grams. The  potential  savings  is  huge. 

I  appreciate  this  opportunity.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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Testimony  of  G.  Robert  O'Brien 
CIGNA  Corporation 
Before  the  Subcommittee  on  Health 
House  Committee  on  Ways  and  Means 
Hartford,  Connecticut 
February  25,  1991 


Good  morning,  Mr.  Chairman.     My  name  is  Bob  O'Brien.     I  am 
Executive  Vice  President  of  thp  CIGNA  Corporation.     CIGNA  is 
the  largest  investor  owned  commerical  health  insurance 
operation  in  the  country  and  one  of  the  largest  operators  of 
HMOs.     Our  premium  volume  now  exceeds  $16  billion.     We  cover 
some  13  million  people,  operate  more  than  70  managed  care 
networks  and  have  contracts  with  over  25  thousand  physicians. 
Over  the  past  several  years  we've  had  a  number  of  very 
successful  experiences  with  our  growing  m.anaged  care  operations 
and  I  want  to  take  the  opportunity  this  morning  to  share  those 
experiences  with  you. 

My  purpose  this  morning  is  to  encourage  Congressional  support 
for  the  managed  care  approach  to  constraining  health  care 
costs.     I  would  call  for  your  endorsement  of  efforts  designed 
to  encourage  the  use  of  managed  care  in  private  and  public 
health  care  programs  at  both  the  Federal  and  state  level,  and 
to  suggest  that  you  take  steps  to  prohibit  activities  designed 
to  limit  the  development  of  the  managed  care  concept.     It  is  my 
understanding  that  legislation  addressing  these  issues  will  be 
introduced  in  the  near  future,   and  I  would  urge  that  it  be 
given  full  consideration  as  an  important  element  in  addressing 
our  nation's  health  care  challenge. 

Let  me  say  at  the  outset  that  CIGNA  believes  all  Americans 
should  have  access  to  necessary  health  care.     We  believe  that 
this  goal  can  be  best  accomplished  through  a  public/private 
partnership  with  government  providing  the  necessary  assistance 
for  persons  who  do  not  have  access  to  privately  financed  health 
care  services.     This  system  has  provided  the  vast  majority  of 
Americans  with  the  best  health  care  in  the  world  for  almost 
eighty  years . 

We  strongly  support  enactment  of  reforms  that  would  help  to 
stabilize  the  small  employer  financing  of  health  services  and 
make  coverage  more  readily  available  to  all  employers. 
However,  these  and  other  reforms  cannot  be  addressed  in  a 
vacuum.     Anyone  who  is  committed  to  providing  universal  access 
to  coverage  must  recognize  that  the  ultimate  success  hinges  on 
the"  ability  to  control  health  care  cost  inflation. 

We  believe  managed  care  offers  the  best  promise  for  effecting 
permanent  cost  containment. 

Eastern  Europe  offers  a  fine  example  of  the  economic 
consequences  in  the  absence  of  a  private  competitive  market. 
And  in  those  countries,  such  as  England  and  Canada  where  a 
federalized  health  system  has  existed,  costs  have  risen 
dramatically. 

Managed  care,  on  the  other  hand,  is  designed  to  encourage  both 
the  patient  and  the  provider  to  effect  lasting  changes  in 
behavior  of  both  parties  through  the  use  of  incentives  to 
reduce  unnecessary  use  of  the  health  care  system  and  cost, 
while  still  delivering  quality  care.     In  fact,  managed  care 
encourages  quality  and  it's  working  as  a  means  of  constraining 
costs . 

In  CIGNA' s  experience  managed  care  has  cut  the  rate  of 
inflation  in  our  health  care  programs  by  one-half.     Over  the 
past  three  years,  costs  under  our  indemnity  programs  have  been 
escalating  at  an  average  of  24%.     The  rate  of  escalation  under 
our  managed  care  programs  has  been  less  than  12%.     Managed  care 
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is  demonstrating  that  it  can  effectively  control  costs  while 
delivering  quality  service  in  a  growing  number  of  individual 
care  situations.     It  has  the  potential  to  do  so  on  a  much 
b'-ader  base. 

What  is  Managed  Care? 

Managed  care  is  a  term  that  is  frequently  misunderstood. 
Managed  care  is  basically  a  health  care  delivery  system;  a  way 
in  which  people  get  their  health  care.     Financing  health  care 
costs  can  be  done  in  a  variety  of  ways  —  through  payroll 
taxes,  through  Medicare,  through  tax  rebates,  employer  based 
premiums,  and  so  forth.     Managed  care  is  the  delivery  component 
that  can  fit  with  any  of  these  financing  mechanisms.     As  we 
define  it,  Mr.  Chairman,  managed  care  consists  of  health 
benefit  programs  that  deliver  quality  care  at  lower  cost  by 
establishing  a  carefully  selected  network  of  doctors,  hospitals 
and  other  providers  who  are  under  contract  and  who  agree 
beforehand  to  meet  predetermined  standards  of  quality  and  costs 
for  the  care  they  give.     It  also  must  include  incentives  for 
individuals  to  use  network  physicians. 

A*:  the  heart  of  the  managed  care  network  is  a  primary  care 

p"  •"■sician  —  a  care  manager  doing  exactly  what  general 

p    ctitioners  of  traditional  family  medicine  were  trained  to 

0.  v       diagnose  and  coordinate  treatment  while  building  strong 

1.  .  i.ationships  with  patients  and  families.     But  there's  a 
Qicference.     This  new  generation  of  physician  manages  a 
patient's  entire  medical  care,  controls  specialist  referrals, 
authorizes  hospital  admission  and  monitors  for  quality. 

To  critics  who  say  "managed  care  doesn't  work",   let  me  say  they 
haven't  implemented  a  program  of  managed  care  yet.  They've 
been  flirting  with  a  few  of  the  techniques  of  managed  care. 
Techniques  such  as  utilization  review,   second  surgical  opinion 
and  procedure  review  can  have  a  positive  impact  and  should  be 
encouraged,  but  they  are  only  techniques  and  should  be  present 
in  all  plans.     The  real  potential  for  savings  lies  in  achieving 
lasting  change  in  behavior  through  contractural  relations 
established  with  a  limited  number  of  quality  physicians. 

A  good  example  of  what  managed  care  can  do  is  the  program  we 
created  and  administered  for  Allied/Signal.     A  reference  to 
this  plan  was  included  in  the  President's  Budget  message  on 
February  4th.     Through  this  arrangement  we  have  reduced  the 
cost  of  financing  health  services  $750  per  employee  per  year, 
while  maintaining  high  levels  of  quality  care.     The  figures  on 
hospital  usage  are  particularly  impressive  in  relation  to  our 
indemnity  business.     By  precertif ying  hospital  admissions  and 
carefully  monitoring  each  patient's  progress,  noteworthy 
results  have  been  achieved.  Specifically: 

Allied  Typical  Indemnity 

Admission  Rates  per  1000                        57  77 

Average  Length  of  Stay(days)                   4.6  7.3 

Bed  days  per  1000                                 271  562 

Allied-Signal  saved  more  than  $200  million  over  a  three  year 
period . 

I  am  happy  to  report  that  both  companies  have  found  this 
approach  productive  and  are  continuing  this  relationship.  The 
news  release  from  Allied  on  this  subject  indicated  their 
continuing  satisfaction  with  the  program.     It's  a  tough 
program,  but  Allied  employees  have  adjusted  to  it,  use  the 
network  physicians  in  excess  of  95%  of  the  time,   and  get 
excellent  care. 

Of  course.  Allied' s  benefit  plan  characteristics  are  unique  to 
Allied,  and  other  employers  may  have  more  difficulty  generating 
savings  of  this  magnitude  if  they  are  unwilling  to  take  the 
same  bold  steps  as  Mr.  Hennessy,  Allied 's  CEO,  did.  But 
suppose  all  U.S.  employers  who  finance  health  care  services 
were  to  adopt  such  aggressive  cost-management  tools.  Suppose 
they  could  save  $75  per  employee,   just  a  tenth  of 
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Allied-Signal ■ s  savings — $750  per  employee  over  a  year — by 
adopting  well-conceived  and  well-communicated  managed  care 
programs.     Even  with  this  very  conservative  estimate,  the 
private  sector  could  save  more  than  $10  billion.     My  personal 
belief  is  that  such  savings  could  approach  $30  billion.  To 
substantiate  my  belief,   I  refer  you  to  the  recent  estimates  by 
Dr.  Robert  Brook  of  the  Rand  Corporation  who  indicates  that 
approximately  $50  billion  of  unnecessary  services  are  delivered 
each  year. 

It's  very  clear  to  me,  based  on  our  experience  over  the  last 
several  years,  that  the  managed  care  carriers  are  adding  real 
value  to  the  health  care  system.     We  compete  vigorously  to 
develop  the  best  networks  and  to  negotiate  the  best  prices  for 
our  customers  and  we've  developed  the  cost  containment 
techniques  to  meet  those  price  commitments.     As  importantly, 
we've  introduced  measures  to  monitor  quality  that  could  never 
exist  in  the  f ee-f or-service  system.     Patient  satisfaction 
surveys,   development  and  review  of  individual  physician 
practice  patterns,  physician-to-physician  counselling  and,  when 
appropriate,   removal  of  physicians  from  our  networks,   all  of 
these  activities  are  integral  to  managed  care. 

Managed  Care  Programs  for  Small  Employers 

While  the  publicity  of  the  success  of  managed  care  has  been 
focused  on  large  employers  such  as  Allied/Signal,   I  am  pleased 
to  report,  Mr.  Chairman,  that  small  employers  are  taking 
advantage  of  managed  care  as  well.     We  cover  many  small 
employers  either  directly  or  through  various  association 
programs.     For  example,   in  Los  Angeles,  we  have  over  25,000 
covered  lives  in  our  HMOs  through  one  such  program.  Through 
our  Direct  Marketing  Division,  we  recently  have  completed 
negotiations  with  American  Express  to  jointly  market  a  CIGNA 
managed  care  product  utilizing  our  HMO  networks  to  small 
employers  in  markets  where  a  CIGNA  HMO  network  currently 
exists.     We  also  are  working  with  additional  sponsors  to  expand 
this  market  substantially.     We  expect  to  be  successful  and 
expect  other  companies  to  follow  suit. 

Through  our  new  business  ventures  we  think  we  will  be  making 
substantial  progress  toward  solving  the  small  employer  health 
care  coverage  dilemma. 

Regulatory  Barriers  to  Competitive  Health  Care  Systems 

A  critical  role  for  government  to  play  in  health  care  at  both 
Federal  and  state  levels  should  be  to  assure  that  regulation 
and  incentives  are  carefully  balanced  —  encouraging  affordable 
private  insurance  plans  and  effective  managed  care  systems. 
All  too  often  today,  efforts  to  develop  managed  care 
arrangements  are  severely  constrained  by  ill-conceived  state 
legislation  and  outdated  Federal  regulations.  Impractical 
shackles  placed  on  cost  containment  programs  are  destructive 
and  inflationary. 

Financing  entities  should  be  allowed  to  provide  low-cost 
indemnity  benefit  programs  and  a  complete  range  of  managed  care 
programs.     To  accomplish  this  end,   state  mandated  benefit 
requirements  and  unreasonable  state  restrictions  on  managed 
care  plans  should  be  eliminated.     Here's  where  Congress  can 
play  a  constructive  role  in  establishing  a  national  framework 
which  will  allow  the  private  sector  to  respond  to  consumer 
needs . 

We  have  identified  a  number  of  laws  in  the  various  states  which 
pose  a  barrier  to  managed  care  including  ones  that  limit  the 
development  of  effective  networks  and  ones  that  restrain 
effective  utilization  review  programs.     Examples  include  laws 
and  regulations  that: 

o    Restrict  the  ability  of  third-party  payors  to  negotiate 
the  form  and  rate  of  reimbursement  with  providers  and 
require  them  to  reimburse  providers  based  on  reasonable, 
customary  and  necessary  charges  determined  by  the 
providers;  these  laws  restrict  the  ability  of  managed 
care  plans  to  develop  cost-effective  care; 
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o    Require  a  managed  care  plan  to  pay  the  same  fees  to 
providers  who  are  not  included  in  its  system  as  those 
who  are;  this  requirement  destroys  the  incentives 
necessary  to  develop  a  managed  care  system  and  undermine 
its  purpose; 

o    Restrict  the  rights  of  sponsors  of  managed  care  plans  to 
contract  selectively  with  a  limited  number  of  providers; 
this  limitation  prevents  managed  care  plans  from 
contracting  with  providers  who  meet  their  practice 
standards; 

o  Restrict  the  right  of  plans  to  utilize  primary  care 
physicians  in  a  gatekeeper  role;  these  restrictions 
limit  plans'  ability  to  ensure  that  appropriate  and 
cost-effective  treatment  is  provided; 

o    Limit  the  co-payment  that  a  managed  care  plan  may 

require  a  beneficiary  to  pay  when  a  non-plan  provider  is 
used;  these  limits  undermine  the  ability  of  a  plan  to 
give  sufficient  incentive  to  patients  to  use  the  network 
of  cost-effective  providers; 

o    Prohibit  utilization  review  of  certain  treatments  or 

conditions;  these  prohibitions  gut  a  critical  element  of 
managed  care; 

o    Require  utilization  review  decisions  to  be  made  by 
residents  of  the  state  in  which  the  treatment  is 
offered;  these  requirements  make  it  difficult  for 
national  companies  to  participate  in  the  local  market 
and  add  unnecessary  costs. 

These  artificial  barriers  frustrate  our  ability  to  meet 
consumer  demand  for  managed  care  programs  and  deprive  the 
nation  of  the  savings  and  quality  assurance  associated  with 
managed  care. 

Managed  Care  for  Government  Programs 

A  second  critical  role  for  government  is  in  the  area  of 
contracting  for  its  own  beneficiaries  and  employees.     We  would 
urge  you  to  set  the  health  policy  direction  for  the  country 
through  the  use  of  managed  care  in  government  programs.  An 
obvious  but  major  step  would  be  to  improve  the  efficiency  of 
Medicare  and  Medicaid  through  managed  care.    Medicare  and 
Medicaid  have  employed  utilization  review  techniques  for  a 
number  of  years  and  have  used  HMOs  in  a  very  limited  fashion. 

The  current  program  of  HMO  Medicare  Risk  Contracts  doesn't  pass 
muster  in  the  marketplace.     It  relies  on  individual  sales  and 
enrollments  (and  we've  seen  how  that  may  cause  problems)  and 
fails  to  take  advantage  of  the  predominant  method  of  providing 
health  benefits  through  the  employer.     The  employment  based 
approach  offers  important  consumer  protections,   lower  costs, 
economy  of  scale,  and  has  the  potential  for  real  dramatic 
growth.     We  have  a  whole  generation  of  "managed  care"  employees 
who  will  age  back  into  the  costly  f ee-f or-service  systems 
unless  you  take  action. 

I  would  urge  you  to  apply  the  network  based  financial 
incentives  and  case  management  techniques  that  work  in  the 
private  sector  to  Medicare  and  Medicaid  as  well.  Other 
government  programs  such  as  those  covering  Federal  employees, 
the  military  and  veterans  also  could  make  more  extensive  use  of 
network-based  managed  care  programs.     Again,  the  potential  for 
savings  are  huge  and  we  want  to  work  with  you  in  developing  new 
approaches . 

Clearly,  managed  care  can  only  succeed  as  a  national 
alternative  if  it  is  broadly  implemented.     A  few  cases  or  even 
a  few  hundred  cases  of  substantial  size  will  have  a  very  modest 
impact  in  containing  costs  and  modifying  physician  behavior. 
On  the  other  hand,   if  managed  care  is  broadly  implemented  it 
will  have  a  major  impact  on  costs  and  quality.     We  are  aware 
that  at  least  five  of  your  colleagues  either  have  or  will 
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introduce  major  health  care  reform  measures.     All  of  these 
proposals,   as  far  as  we  know,   include  provisions  to  promote  the 
development  of  managed  care  through  tax  incentives,  limitation 
on  state  restrictions  to  managed  care,  or  both.     We  are  very- 
encouraged  by  this  movement  and  would  ask  your  support  for 
managed  care  as  well. 

Conclusion 

Mr.  Chairman  and  other  members,  on  behalf  of  myself  and  my 
associates  from  CIGNA  Corporation,  we  thank  you  for  the 
opportunity  to  appear  before  your  subcommittee  and  assure  you 
that  we  stand  ready  to  join  you  in  your  efforts  to  address  the 
problems  facing  uninsured  Americans. 
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Chairman  Stark.  Thank  you. 
Ms.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman,  and  thank  you  all  for 
your  testimony,  and  I  particularly  appreciate  the  more  specific  de- 
scription of  managed  care  and  how  it  does — how  it  has  the  poten- 
tial to  control  costs  over  the  long-term  on  a  continuing  basis  while 
actually  improving  the  quality  of  care. 

I  do  want  to  ask  you,  since  all  of  you  were  very  much  involved  in 
developing  the  Connecticut  model,  to  clarify  some  things  about  that 
legislation. 

It  is  true  that  under  ERISA  anyone  who  is  self-insured  does  not 
have  to  comply  with  State  mandates.  I  believe  it  is  true  that  most 
big  employers  in  Connecticut  are  self-insured  under  ERISA  and 
therefore  offer  a  package  of  benefits  to  their  employees  that  they 
select  but  that  are  not  determined  by  State  mandates. 

I  believe  it  is  true  that  the  small  market,  the  small  business  mar- 
kets, small  employers,  are  the  only  group  that  are  in  a  sense  total- 
ly controlled  by  State  mandates  because  they  do  not  have  the  abili- 
ty to  self-insure. 

So  that  makes  the  issue  of  State  mandates  very  important.  First 
of  all,  they  are  not  affecting  the  care,  the  design  of  the  plan  of  the 
majority  of  employees,  and  they  are  driving  up  costs. 

In  your  study  during  the  Blue  Ribbon  Commission,  how  much 
would  you  say  they  are  driving  up  costs?  Someone  in  their  testimo- 
ny referred  to  15  percent.  I  know  some  of  the  plan  designs  that 
were  considered  during  the  Blue  Ribbon  Commission  deliberations 
showed  that  premiums  could  be  cut  almost  40  percent  if  the  State 
mandates  could  be  circumvented,  and,  so,  I  would  like  your  further 
comment  on  that. 

It  is  important  that  the  Connecticut  program  does  not  relieve  the 
small  business  sector  of  State  mandates,  although  the  large  busi- 
ness sectors  already  are  out  from  under  State  mandate,  and  that 
instead  of  controlling  costs  by  relieving  from  State  mandates,  they 
control  costs  by  pegging  reimbursements  at  75  percent  of  Medicare 
reimbursements.  That  means  to  the  extent  to  which  we  underreim- 
burse,  you  are  going  to  underreimburse  more. 

I  think  a  little  discussion  about  that  solution  versus  the  solution 
of  managed  care  under  a  well  thought  out  program  is  worth  a  little 
further  comment  on  your  part  for  the  benefit  of  the  panel. 

Mr.  Leroy.  The  insurance  industry's  recommendation  going  into 
the  Blue  Ribbon  Commission  was  to  be  able  to  offer  small  employ- 
ees a  more  barebone-type  policy  without  some  of  the  State  man- 
dates. 

Connecticut  has  many  State  mandates.  I  believe  it  is  the  leader 
in  the  country,  and  Blue  Cross  and  the  commercial  

Mrs.  Johnson.  Speak  a  little  more  closely  into  the  microphone. 

Mr.  Leroy.  Blue  Cross  and  the  commercials  were  united  in  want- 
ing the  option  to  offer  a  more  affordable  policy  without  certain 
mandates. 

It  shows  that  the  give  and  take  of  the  Blue  Ribbon  Commission 
that  we  were  out- voted  on  that  option.  In  fact,  the  insurance  com- 
missioner in  the  State  of  Connecticut  was  the  one  who  came  up 
with  the  solution,  the  compromise,  of  a  lower  reimbursement  policy 
with  full  mandates. 
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It  was  not  our  first  choice,  However,  in  the  spirit  of  the  Blue 
Ribbon  Commission,  we  have  committed  to  marketing  that  plan. 

The  issue  from  the  provider's  standpoint  was  that  while  they  did 
not  w-ant  to  get  rid  of  any  of  the  mandates,  they  were  treating 
these  indi\'iduals  who  were  coming  in  on  a  free-care,  charity-care 
basis.  So,  the  commissioner  of  insurance  said,  look,  even  if  we  give 
you  a  less  reimbursement  policy,  you  are  going  to  be  getting  some 
reimbursement.  Right  now,  you  are  getting  no  reimbursement. 
This  is  not  going  to  exacerbate  the  cost  shift.  It  is  going  to  help  the 
cost  shift  because  you  will  be  getting  some  dollars  in. 

That  was  the  thinking  behind  it,  Representative  Johnson.  It  is 
pegged  off  75  percent  of  Medicare  reimbursement  levels.  It  is  going 
to  be  a  much  more  affordable  policy  for  first-time  purchasers.  They 
are  only  eligible  for  that  for  a  time  certain  before  they  would  have 
to  buy  full  coverage.  However,  the  idea  is  to  somehow  get  the  costs 
down  low  enough  so  that  you  get  the  first-time  purchasers  

Mrs.  Johnson.  Did  I  understand  you  correctly  to  say  that  you 
are  only  eligible  for  the  more  affordable  programs  for  a  certain 
limited  period  of  time'? 

Mr.  Leeoy.  That  is  correct. 

Mrs.  Johnson.  And  then  you  have  to  go  into  the  regular  market? 
Mr.  Leeoy,  That  is  right. 

Mrs.  Johnson.  But  the  regular  market  has  not  been  restructured 
to  reduce  costs'^ 

Mr.  Leeoy,  Not  for  the  first-time  purchaser. 

Mrs.  Johnson.  Thank  you.  Any  other  comment? 

Mr.  Paydos.  Yes.  Congresswoman  Johnson,  the — we  think  the 
cost  of  the  mandated  benefits  by  our  owm  work  is  about  15  to  18 
percent  of  current  premiums,  and,  of  course,  the  elimination  of 
mandated  benefits  was-  not  part  of  the  Connecticut  bill. 

The  basic  benefit  policy  that  was  de\-ised.  I  think,  has  a  prospect 
of  reducing  rates  by  about  30  to  35  percent  by  our  own  reckoning. 

Mrs,  Johnson.  Thank  you. 

Mr.  O'Beien.  The  State-mandated  benefits,  the  figures  quoted  are 
accurate.  It  is  15  to  20  percent.  The  problem  is  that  some  of  the 
State-mandated  benefits  really  do  not  fall  under  the  umbrella  of 
health  care. 

For  example,  in  the  State  of  Connecticut,  we  cover  marriage 
counselling  as  a  State  benefit.  For  example,  hair  pieces  are  covered 
in  the  State  of  Minnesota.  For  example,  in  the  State  of  Maine,  you 
cannot  use  utilization  re\iew  at  all  for  confinements  for  mental 
health  or  substance  abuse  because  of  State-mandated  benefits. 

So  the  point  I  am  trying  to  make  is  it  adds  cost  to  the  entire 
system,  and  that  is  why  some  relief  in  that  could  help  the  small 
employer  because  it  would  make  it  much  more  affordable. 

Mrs.  Johnson.  Now,  would  you  address  also  those  kinds  of  bene- 
fits, particularly  counseling  benefits,  under  managed  care^  Are 
counseling  benefits  available  under  managed  care? 

Mr.  O'Beien.  Absolutely,  and  to  give  you  again  some  numbers  to 
work  w^th,  in  a  typical  indemnity  program,  mental  health  and  sub- 
stance abuse  costs  are  about  20  percent  of  the  program. 

Hospital  days  w-ill  run  between  80  and  a  120  days  per  year  per 
thousand  covered,  and  the  managed  mental  health  and  substance 
hospital  days  are  dowm  to  30  and  cost  is  reduced  by  60  percent. 
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Mrs.  Johnson.  But  the  option  is  not  eliminated  when  needed? 

Mr.  O'Brien.  No,  it  is  absolutely  not.  In  fact,  you  are  getting 
better  service  because  you  are  having  a  medically  trained  person 
determining  how  you  should  access  the  system. 

Mrs.  Johnson.  Thank  you. 

Mr.  ToRELLO.  Ms. — I  am  sorry. 

Chairman  Stark.  Please,  go  ahead.  I  am  getting  ahead  of  myself. 

Mr.  ToRELLO.  We  also  confirmed  that  we  estimate  that  the  poten- 
tial reduction  as  a  result  of  elimination  of  mandated  benefits  would 
be  15  to  20  percent  range. 

Also,  when  you  talk  about  the  special  health  care  plan,  that  is  a 
limited  program,  it  is  only  available  for  3  years,  it  is  really  a  point 
of  entry,  but  after  3  years,  those  individuals  that  have  that  pro- 
gram are  required  to  go  to  the  open  market  and  purchase  one  of 
the  standard-type  programs. 

The  other  thing  we  are  concerned  about,  though,  is  the  75  per- 
cent Medicare  level  reimbursement,  represents  additional  cost 
shifting,  and  in  our  written  testimony,  I  think  we  identified  the 
fact  that  we,  looking  at  our  own  State  level  of  cost  shifting,  by 
1993,  we  estimate  that  the  average  per  case  cost  shift  to  the  private 
sector  will  be  $2,666. 

We  think  that  those  are  staggering  numbers.  We  think  those  are 
driving  up  expenses,  and  when  you  talk  about  the  small  group 
market,  there  is  no  other  way  but  through  managed  care,  which  is 
really  the  means  of  eliminating  unnecessary  days  of  utilization,  to 
cut  utilization  is  the  only  way  that  we  are  going  to  cut  costs,  and 
that  has  been  the  driving  factor. 

I  have  to  agree  with  Mr.  O'Brien  because  even  in  the  indemnity 
side,  we  have  made  a  major  push,  and  we  only  offer  small  group 
coverage  with  managed  care  to  Blue  Cross  employees  because  we 
do  not  feel  there  is  any  other  way  for  us  to  contain  costs,  but  we 
have  got  to  cut  utilization  in  order  to  cut  costs. 

The  other  thing  I  would  like  to  say,  one  more  thing,  is  I  would 
think  it  would  also  help  us  if  we  could  start  the  work  product  from 
the  bottom  up  instead  of  the  top  down.  We  all  talk  about  what  we 
should  eliminate,  but  I  think  it  would  be  more  important  if  we 
could  start  with  a  new  base  line  concept  and  work  a  product  up 
and  deal  with  affordability  and  working  the  product  up. 

Everybody  is  trying  to  carve  out  some  high  base.  I  would  rather 
start  from  the  base  and  work  up. 

Mrs.  Johnson.  Thank  you  very  much.  Listening  to  your  

Chairman  Stark.  Ms.  Kennelly — oh,  go  ahead. 

Mrs.  Johnson.  Listening  to — thank  you,  Mr.  Chairman. 

Listening  to  your  testimony,  you  realize  that  the  industry  really 
feels  that  managed  care  is  the  solution  for  the  future. 

Do  you  truly  feel  that  if  we  put  managed  care  into  place  as  you 
describe  it,  that  we  would  not  have  to  do  anything  else  to  control 
costs?  Would  this  be  an  answer  to  the  whole  thing  or  do  you  feel 
we  have  to  continue  looking  for  other  ways  to  control  costs? 

Mr.  ToRELLO.  What  managed  care  is  doing  right  now  is  it  is  deal- 
ing with  the  high  cost  issue,  and  what  it  is  attempting  to  do  is  to 
reduce  costs  by  shifting  utilization. 

What  it  is  going  to  have  to  do  is  it  is  going  to  have  an  impact  on 
the  whole  medical  care  infrastructure.  So  I  think  if  you  look  at 
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some  bricks  and  mortar  that  are  going  to  start  tumbling  down  be- 
cause I  do  think  we  are  going  to  have  a  problem  within  the  infra- 
structure itself.  I  think  it  is  more  than  just  managed  care. 

Mr.  O'Brien.  If  I  may,  managed  care  is  not  the  solution  to  all  the 
problems.  We  have  got  a  major  problem  with  access. 

The  private  sector  or  CIGNA  in  particular  is  being  very  aggres- 
sive in  marketing  to  the  small  employers,  but  as  Blue  Cross,  we  are 
offering  managed  care  programs  because  we  know  it  is  more  afford- 
able and  we  can  accept  all  of  the  employees  and  we  do  not  do  a  lot 
of  medical  underwriting  on  them. 

So  I  think  that  we  need  this  partnership  that  I  talked  about  be- 
tween the  public  and  private  sector  to  address  those  individuals 
that  are  not  employed  or  are  not  fully  employed  to  have  access  to 
the  system  which  is  needed. 

Mr.  Paydos.  Beyond  managed  care,  I  think  that  we  do  need  to  do 
more  to  constrain  provider  costs.  I  do  not  think  managed  care  can 
do  the  job  alone. 

The  system  is  characterized  as  having  excess  capacity.  We  need 
to  try  to  squeeze  some  of  that  redundancy  out  of  the  system.  Possi- 
ble sharing  different  kinds  of  equipment  and  perhaps  closing  down 
hospital  beds.  It  does  seem  that  the  health  care  system  is  one  in- 
dustry that  does  not  follow  the  law  of  supply  and  demand.  As 
supply  goes  up,  so  does  demand  and  so  does  price,  and  work  needs 
to  be  done  there. 

It  would  be  wonderful  if  we  could  find  a  way  to  take  some  of  the 
large  supply  of  doctors  and  other  providers  that  we  have  in  the 
system  and  get  them  to  work  in  the  areas  where  there  is  greater 
needs,  some  of  the  inner  cities  and  so  forth  and  so  on.  That  may  be 
Utopia,  but  we  certainly  need  to  do  a  lot  more. 

Another  factor  that  has — that  looms  in  prominence,  and  the  way 
we  do  business,  is  provider  fraud.  I  have  heard  reports  that  some- 
thing like  10  percent  of  the  Nation's  health  costs  are  tied  up  in 
fraud.  We  need  to  do  more  about  that. 

Insurance  companies  have  to  have  better  ways,  be  more  vigorous 
in  detecting  fraud,  and  we  also  need  help  in — from  the  various  gov- 
ernments in  prosecuting  it.  This  is  becoming  a  real  cancer  in  our 
system. 

Thank  you. 

Mrs.  Kennelly.  Mr.  Chairman,  one  clarifying  point  for  Mr. 
Leroy. 

Could  you  tell  me  why  the  decision  was  made  to  reduce  the  reim- 
bursement rate  below  that  which  Medicare  pays  providers  rather 
than  reducing  the  number  of  State  mandates?  What  happened 
there? 

Mr.  Leroy.  It  had  something  to  do.  Representative  Kennelly, 
with  the  politics  of  the  situation. 

Mrs.  Kennelly.  I  want  to  get  it  on  the  record. 

Mr.  Leroy.  Very  diverse  groups  were  represented  on  the  Blue 
Ribbon  Commission,  including  many  provider  representatives,  and 
there  was  a  lot  of  good  will  in  regard  to  trying  to  come  up  with 
something  that  made  sense  for  everyone. 

The  issue  of  reducing  mandates  simply  did  not  have  the  votes  on 
the  commission.  There  are,  like  it  or  not,  a  great  deal  of  dollars 
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behind  mandated  benefits,  and  the  providers,  to  be  fair,  feel  very 
strongly  that  as  specialists  in  certain  areas,  they  are  providing 
needed  care.  What  occurred  was  that  the  votes  for  reducing  for 
mandates  were  not  there.  The  insurance  commissioner  and  the  pro- 
viders were  saying  that  they  provide  this  free  care.  Limited  reim- 
bursement was  preferable  since  it  restrained  the  cost  shift  rather 
than  exacerbating  it. 

So  that  was  the  idea  behind  it.  To  sum  up,  the  business  commu- 
nity and  insurance  community  were  united  in  trying  to  offer  a 
more  pared-down  type  policy,  but  that  was  not  accepted  by  the 
membership  of  the  Blue  Ribbon  Commission. 

Mrs.  Johnson.  I  will  tell  you,  though,  it  is  one  of  the  things  that 
is  looked  at  when  people  review  it. 

Thank  you,  Mr.  Chairman. 

Chairman  Stark.  Mr.  Donnelly. 

Mr.  Donnelly.  Just  quickly.  Marriage  counseling  is  covered  as  a 
mandated  benefit? 

Mr.  Leroy.  This  year,  one  of  the  bills  introduced  was  family  ther- 
apy. 

Mr.  Donnelly.  What  kind  of  therapy? 
Mr.  Leroy.  Family  therapy. 
Mr.  Donnelly.  Family  therapy. 

Mr.  Leroy.  Which  is  not  necessarily — I  do  not  mean  to  degrade 
the  counselors  trying  to  offer  this.  But  a  health  insurance  product 
is  supposed  to  be  geared  toward  medical  necessity.  What  we  have 
seen  in  State  after  State  is  an  erosion  of  that  because  of  the  fact 
that  reimbursement  drives  care. 

Mr.  Donnelly.  Exactly.  I— just  quickly,  Chuck,  I  think  it  is,  you 
mentioned  after  these  two  gentlemen  testified  about  managed  care, 
that  there  is  a  necessity  to  do  more  in  terms  of  reducing  provider 
costs. 

Mr.  Paydos.  Yes. 

Mr.  Donnelly.  Which  is  music  to  my  ear.  Give  us  some  sugges- 
tions on  what  can  be  done  to  reduce  provider  costs. 

Mr.  Paydos.  I  will  try.  This  is  a  very  large  

Mr.  Donnelly.  Well,  two  or  three  that  come  to  mind. 

Mr.  Paydos.  Off  the  top  of  my  head,  long-term,  I  think  we  ought 
to  be  trying  to  constrain  the  number  of  physicians  that  are  grad- 
uating from  medical  schools. 

Twenty  years  ago,  the — we  had  a  140  physicians  per  100,000  pop- 
ulation. I  think  back  then,  it  was  considered  we  had  an  adequate 
supply.  Today,  the  number  is  280  per  100,000  population,  and  that 
is  probably  way  more  than  the  system  needs. 

Hospitals  still  want  to  have  

Mr.  Donnelly.  According  to  the  laws  of  economics,  that  should 
drive  prices  down,  not  drive  prices  up. 

Mr.  Paydos.  Unfortunately,  it  does  not.  Physician  incomes  on  the 
inflation-adjusted  basis  have  risen  during  that  period. 

Hospitals  like  to  have  the  latest,  most  expensive  technology  right 
there  in  their  hospitals.  It  would  be  nice  to  see  a  heck  of  a  lot  more 
sharing.  There  has  been  some,  there  needs  to  be  a  lot  more. 

The  same  thing  that  applies  to  physicians,  I  think,  applies  to  hos- 
pitals. Expensive  new  wings,  wards,  a  large  supply  of  beds.  I  do  not 
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think — occupancy  rates  are  not  nearly  where  they  were  20  years 
ago. 

We  need  to  do  more  to  encourage  hospitals  to  close  down  some  of 
their  redundant  beds.  That  is  a  pretty  difficult  issue  to  cope  with, 
but  I  think  until  we  start  putting  pressure  on  providers  to  con- 
strain costs,  all  this  managed  care  work  is  not  going  to  

Mr.  Donnelly.  That  is  the  usual  top  five  that  we  hear. 

Well,  good  luck.  I  will  be  watching  your  divorce  rate  here  very 
closely.  I  wish  you  all  well.  I  hope  it  does  not  cost  you  too  much. 

Chairman  Stark.  Mr.  Levin. 

Mr.  Levin.  Let  me  just  ask  a  couple  of  quick  ones  because  we 
have  to  move  on. 

All  of  you  are  united  in  your  plea  for  voluntary  pluralistic  ap- 
proach, and  I  like  the  way  it  sounds  if  it  works.  I  mean  that  would 
be  my  preference. 

So  let  me  ask  you  a  couple  of  questions  in  that  regard. 

What  is  a  reasonable  standard  of  success  or  failure  for  Connecti- 
cut? It  seems  to  me  we  all  have  responsibility  to  set  some  objec- 
tives, and  if  we  fail,  try  something  else.  There  are  now  270,000  un- 
insured in  Connecticut. 

Now,  what  is  the  reasonable  standard  of  success  or  failure? 

Mr.  Leroy.  The  Blue  Ribbon  Commission  made  a  couple  of  the 
projections.  The  public  sector  numbers  that  were  projected  if  fully 
implemented  was  coverage  of  about  60,000  individuals  from  the 
public  sector  side.  Unfortunately,  as  I  think  Chairman  Stark  men- 
tioned, we  have  some  budget  problems  in  the  State.  The  full  imple- 
mentation of  the  Blue  Ribbon  Commission  plan  was  pegged  at,  I 
think,  around  $24  million.  They  only  put,  I  think,  somewhere 
around  $2.4  million  into  it  last  year. 

They  did  not  do  projections  and,  quite  frankly,  we  did  not  and 
could  not  do  projections  on  the  impact  of  the  private  sector  reform. 

We  are  very  hopeful.  We  think  that  we  are  going  to  provide  cov- 
erage for  thousands,  if  not  tens  of  thousands,  of  individuals 
through  the  private  sector  reform. 

Representative  Levin,  this  is  somewhat  of  an  experiment  in  this 
State.  We  will  be  the  first  people  to  tell  you  we  do  not  know  what 
the  total  outcome  of  Connecticut  is  going  to  be.  We  are  going  to  be 
looking  at  that  measurement  very,  very  closely. 

Whether  making  a  dent  in  half  or  three-quarters  or  whatever  is 
a  success,  I  am  not  sure.  That  is  for  policymakers  to  determine.  Yet 
we  believe  that  out  of  this  plan,  we  are  going  to  increase  coverage 
for  tens  of  thousands  of  people  in  this  State,  and  we  think  that  is 
something  for  our  little  State  of  Connecticut. 

Mr.  O'Brien.  The  very  specific  answer  to  your  question  is  zero. 
That  is  the  objective.  We  want  to  eliminate  it  entirely  in  the  State, 
and  I  have  got  

Mr.  Levin.  When? 

Mr.  O'Brien.  I  would  say  over  a  5-year  period. 

Mr.  Levin.  All  right.  So  if  it  is  not  reduced  to  zero  within  5 
years,  you  are  willing  to  try  something  else? 

Mr.  O'Brien.  I  would  say  that  what  we  think  will  work  is  what  is 
being  put  in  place,  and  it  will  be  changed  as  we  go  through  the  5- 
year  period. 
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Mr.  Levin.  But  if  it  is  not  down  to  zero  within  5  years,  you  would 
be  willing  to  adopt  or  to  support  entirely  different  approach? 

Mr.  O'Brien.  Yes.  I  think  what  will  happen  is  we  move  through 
this  5-year  period,  what  we  have  in  place  right  now  will  in  fact 
change  probably  in  the  next  2  years  and  perhaps  change  again.  We 
do  not  have  the  solution.  What  we  have  is  a  group  of  people  who 
are  dedicated  to  try  to  find  the  solution,  and  as  Craig  said  earlier, 
we  have  got  something  in  place,  we  are  implementing  it,  we  think 
it  may  work,  it  has  got  the  support  of  the  community,  and  our  ob- 
jective is  just  to  eliminate  it,  and  we  are  going  to  try  hard  to  do 
that. 

Mr.  Levin.  So  you  think  it  is  a  reasonable  target  for  the  propo- 
nents of  a  pluralistic  voluntary  program  in  any  State  to  say  that  in 
5  years  there  should  be  no  people  uninsured  or  something  else 
needs  to  be  tried? 

Mr.  O'Brien.  I  think  if  we  do  not  eliminate  barriers  to  access 
and  the  cost,  we  are  not  doing  our  job,  collectively,  both  of  us. 

Mr.  Levin.  Well,  let  us  put  it  in  simple  English  because  we  

Mr.  O'Brien.  Simple  English  to  me  is  this,  very  specifically  

Mr.  Levin.  Is  100  percent  coverage  within  5  years? 

Mr.  O'Brien.  Specifically,  I  think  that  we  need  to  have  the  Fed- 
eral Government's  support  for  the  poor  and  near  poor.  I  think  we 
need  the  private  industry  to  support  all  workers,  both  part-time 
and  full-time.  I  think  we  have  got  to  eliminate  medical  underwrit- 
ing of  individuals.  I  think  we  have  got  to  stop  on  these  experience- 
rated  cases  that  are  going  up  50  and  60  and  100  percent  a  year,  and 
I  think  the  industry  has  got  to  do  that,  and  we  have  got  to  do  it  in 
cooperation  with  the  Federal  Government  to  reach  those  people 
who  we  do  not  have  access  to  in  the  community. 

Mr.  Levin.  By  the  way,  what  are  your  overhead  costs,  each  of  the 
companies  here,  on  health  insurance? 

Mr.  Paydos.  We  are  primarily  in  the  small  group  market.  Phoe- 
nix Mutual.  I  am  sorry? 

Mr.  Levin.  No,  no.  I  know  that,  but  what  is  the — what  is  your 
overhead? 

Mr.  Paydos.  Our  administrative  costs  are  probably  15  or  16  per- 
cent of  total  premium.  Being  in  the  small  group  market,  we  do  an 
awful  lot  of  administration  and  personnel  department-type  work 
for  the  small  employer,  also  provide  a  lot  of  compliance  advice. 

Mr.  Levin.  How  about  CIGNA? 

Mr.  O'Brien.  Our  expense  ratio  is  5.0. 

Mr.  Levin.  That  includes  all  expenses  

Mr.  O'Brien.  That  includes  all  expenses  on  what  we  call  an  in- 
demnity book  of  business. 

Mr.  ToRELLO.  Our  overall  administrative  expenses  are  approxi- 
mately 8  percent. 

Mr.  Levin.  Are  what? 

Mr.  ToRELLO.  Eight  percent. 

Mr.  Levin.  Are  you  two  talking  the  same  terminology?  CIGNA  is 
5  percent  and  Blue  Cross  and  Blue  Shield  is  8  percent? 

Mr.  Torello.  Yes,  we  are  talking  about  our  administrative  ex- 
penses as  a  factor  of  total  premium. 

Mr.  Levin.  And  you  are,  too?  Thanks. 

Chairman  Stark.  Mr.  Coyne. 
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Mr.  Coyne.  I  have  no  questions. 

Chairman  Stark.  Just  a  comment  because  I  would  not  want  this 
subcommittee  to  go  without  receiving  its  just  praise. 

I  have  heard  a  good  bit  about  managed  care,  but  the  facts  are 
even  on  page  10,  Mr.  O'Brien,  of  your  testimony.  You  keep  men- 
tioning that  we  need  a  broad  base,  and  I  would  presume  the  broad- 
er the  better  because  the  Medicare  program,  which  is  the  largest 
insurance  program  in  the  country,  has  contained  costs.  We  have 
got  the  best  record  of  anybody  in  the  country  on  our  rate  of  in- 
crease. 

Now,  a  lot  of  people  do  not  like  the  way  we  are  containing  costs, 
I  appreciate  that,  and  it  is  not  pleasant.  I  mean  it  takes  into  ac- 
count politics,  it  takes  into  account  our  own  communities  and  pro- 
viders and  Mount  Sinai  having  to  merge  because  we  perhaps  did 
not  pay  them  enough — there  are  a  whole  lot  of  issues  in  there,  but 
I  have  never  seen  any  other  way  to  prevent  the  shifting  unless  we 
have  everybody  there. 

But  I  wanted  then  to  commend  the  Connecticut  Blue  Cross  plan 
because  I  gather  you  qualify  under  what  I  call  the  new  Rangel  law. 
For  those  of  you  who  are  not  aware,  if  the  Blues  have  no  medical 
underwriting  and  have  open  enrollment  and  community  rating, 
they  escape  income  tax,  and  for  that  reason,  because  we  deter- 
mined that  was  a  socially  desirable  goal. 

If  we  passed  a  Federal  law  that  mandated  that  for  all  health  in- 
surance, there  would  be  no  need  for  risk  pools,  is  that  not  correct? 

Mr.  ToRELLO.  That  is  right. 

Chairman  Stark.  Is  that  right,  Mr.  Torello?  You  would  agree, 
would  you  not?  I  mean  really — I  have  been  saying  I  do  not  know 
why  we  dance  around  this  maypole  all  the  time.  If  we  somehow  re- 
quired all  the  private  insurance  companies  to  be  on  the  same  foot- 
ing, then  we  would  take  care  of  this  adverse  selection  business.  I 
know  it  would  be  tougher,  but  we  have  some  major  companies  in 
the  country  who  do  that,  and  I  just  suggest  to  you  that  that  is  a 
possibility,  and  I  am  curious  about  this. 

You  all  have  talked  about  some  cost  shifting  figures  here  this 
morning,  and  if  there  is  data  you  could  send  us  later,  I  would  love 
to  have  it  because  it  is — I  mean  we  are  comparing  lots  of  apples 
and  oranges  as  we  move  around  the  country,  and  I  would  like  to 
get  any  data  that  you  can  send  us  on  this  cost  shifting,  but  I  would 
also  like  to  get  an  idea  here. 

It  is  my  understanding  that  the  Blue  Ribbon  Commission  has  not 
yet  established  what  the  benefits  are  going  to  be,  is  that  correct, 
for  this  new  plan? 

Mr.  Torello.  No. 

Chairman  Stark.  They  are  established? 
Mr.  Torello.  They  are  established. 

Chairman  Stark.  What  are  they  going  to  be?  I  mean  relative  to 
Blue  Cross  low  option,  or  Medicare.  About  where  do  they  

Mr.  Leroy.  It  is  basically  a  core  benefit  plan  that  includes  all  of 
the  mandated  benefits  in  this  State.  So  it  is  a  very  good  basic  plan. 

Chairman  Stark.  OK.  I  have  Blue  Cross  low  option.  Is  it  more 
generous  than  that? 

Mr.  Leroy.  John  Troy  of  Travelers  Insurance  Co.,  is  the  chair- 
man of  the  reinsurance  board  of  directors. 
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Chairman  Stark.  Give  me  something  that  I — without  having  to 
bore  the  audience  who  probably  all  know  about  this,  but  where  I 
does  it  come  in  relation  to  a  program?  More  generous  than  Medi- 
care? Probably. 

Mr.  Troy.  It  is  a  $500  deductible,  80  percent  coinsurance  plan, 
with  an  out-of-pocket  limit  of,  I  think,  $3,000  per  family. 
Chairman  Stark.  Sounds  good  to  me. 

What  do  you  think  it  is  going  to  cost  for  the  under-65  population 
per  person  per  year?  What  is  your  guess? 

Mr.  Troy.  We  have  a  scale  of  rates,  10-year  age  bracket.  I  cannot 
remember.  Congressman.  They  would  probably  start  in  the  hun- 
dreds of  dollars  for  the  young  population. 

Chairman  Stark.  Hundreds  per  month? 

Mr.  Troy.  No.  Hundreds  per  year. 

Chairman  Stark.  Hundreds  per  year.  Any  guess? 

Mr.  Troy.  I  would  have  to  look. 

Chairman  Stark.  OK.  ^ 

Mr.  Troy.  We  have  a  schedule  of  rates,  but  probably  around  $900 
up  to  $4,000. 

Chairman  Stark.  To  a  couple  of  thousand.  OK. 

Mr.  Leroy.  Congressman,  if  I  might,  there  are  some  special  pro- 
visions in  that  policy  that  are  geared  specifically  to  low-income  in- 
dividuals, for  example,  the  protection  against  balance  billing. 

Chairman  Stark.  Yes,  I  understand  that.  I  guess  I  am  trying  to 
compare  it  with  my  proposal.  We  think  that  we  could  provide  Med- 
icare, you  know  what  the  benefits  would  be  obviously,  but  with  a 
$2,500  out-of-pocket  limit  and  first  dollar  care  for  pregnant  women 
and  children. 

We  think  we  could  provide  Medicare  at  $1,000  per  under-65 
adult,  $1,800  per  family,  or  about  $400  and  change  per  child,  if  we 
just  made  it  available  to  you  at  the  State.  If  you  wanted  to  buy  it 
from  us,  at  no  cost,  and  a  budget-neutral  cost  to  the  Federal  Gov- 
ernment. 

I  would  be  curious  to  see  how  you  would  stack  it.  We  have  it  age-  [ 
rated,  but  that  is  of  interest  to  us  just  in  how  we  are  going  to  come 
out. 

I  have  one  final  question  for  Chuck  Paydos. 
Mr.  Paydos.  Yes. 

Chairman  Stark.  You  have  indicated  in  your  testimony  that  you 
are  not  making  a  lot  of  money  on  small  group  health  insurance,  [ 
and  I  would  suspect  that  it  is  a  marketing  tool  for  other  products  j 
that  you  would  find  profitable.  | 
Do  you  make  money  on  medigap?  I 
Mr.  Paydos.  We  do  not  offer  medigap.  I 
Chairman  Stark.  You  do  not  offer  it.  Is  there  anybody  here  who  | 
sells  both  that  could  tell  me  whether  they  make — you  do.  Do  you 
make  a  higher  margin  on  your  medigap  than  you  do  on  your  group  | 

or  do  you   j 

Mr.  ToRELLO.  No,  unfortunately.  If  we  look  at  our  medigap  over  I 
time,  we  are  probably  in  the  break-even  type  situation,  and  life  in-  | 
surance  is  not  a — health  insurance  is  not  a  1-year  deal.  You  rise  i 
and  you  fall.  Over  time,  we  are  almost  at  a  break-even  point.  I 
Chairman  Stark.  On  medigap?  I 
Mr.  ToRELLO.  On  medigap.  L 
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Chairman  Stark.  On  everything? 
Mr.  ToRELLO.  On  medigap. 
Chairman  Stark.  On  medigap.  OK. 

Would  you  share  some  of  that — I  mean  that  is  interesting  be- 
cause rarely  do  we  find  somebody  that  has  that  broad  coverage.  I 
mean  how  did  you  beat  Prudential  and  the  AARP?  I  will  not  ask 
that  in  New  Jersey. 

Thank  you  very  much.  I  appreciate  

Mrs.  Johnson.  Mr.  Chairman. 

Chairman  Stark.  Oh,  I  am  sorry. 

Mrs.  Johnson.  It  just  might  be  relevant  to  this  discussion  of 
costs  and  per  month,  CIGNA's  experience  with  Allied  Signal,  and 
the  rate  at  which  you  have  been  able  to  control  costs. 

Have  those  costs  increased  more  or  less  rapidly  than  Medicare? 

Chairman  Stark.  And  can  you  tell  us  what  their  average  costs 
per  employee  is  or  is  that  secret? 

Mr.  O'Brien.  No,  I  do  not  think  it  is  secret.  I  would  say  we  en- 
tered into  a  3-year  relationship  with  Allied  Signal,  where  the  CEO 
there,  Mr.  Hennessy,  got  very  aggressive  about  controlling  costs, 
and  their  costs  went  up  in  single  digits  when  the  rest  of  our  busi- 
ness was  going  up  at  20  percent. 

It  has  saved  them  in  excess  of  $200  million  over  a  3-year  period 
or  it  saved  them  $750  per  employee  by  using  managed  care  net- 
works across  the  United  States  because  all  of  the  individuals  went 
into  it.  That  is  my  broad  based  approach. 

The  more  individuals  you  get  into  managed  care,  the  more 
money  you  can  save,  the  better  treatment  you  can  give,  and  I 
would  look  to  Medicare,  for  example,  that  there  are  a  host  of 
things  you  could  do  to  save  literally  millions  and  millions  of  dollars 
at. 

Chairman  Stark.  Capital.  Everybody  in  Kaiser,  and  we  would 
save  a  fortune,  but  politically  we  would  have  a  little  trouble. 

Mr.  O'Brien.  You  would  have  a  little  trouble.  I  think  you  would 
have  a  lot  of  trouble.  In  fact,  when  I  was  testifying  to  the  Pepper 
Commission,  I  said  that  we  could  guarantee  the  savings  of  $30  bil- 
lion a  year,  and  when  I  explained  that  that  would  mean  that  all  of 
our  senior  citizens  would  probably  have  to  change  their  primary 
care  physician,  they  did  not  

Chairman  Stark.  My  mother  threatened  to  sleep  on  a  grate 
before  she  would  join  Kaiser. 

Mr.  O'Brien.  But  we  have  got  to  make  some  of  those  tough  calls. 

Chairman  Stark.  Thank  you  all  very  much.  I  appreciate  it,  and  I 
look  forward  to  whatever  figures  you  can  give  us  additionally. 

[Pause.] 

Chairman  Stark.  The  premium  rates  that  were  quoted  earlier.  If 
we  could  have  those— copies  of  those  for  the  record  later,  I  would 
sure  appreciate  it.  Thanks. 

Our  next  panel  consists  of  Renato  Ricciuti,  representing  the 
AFL-CIO;  Jerome  Brown,  president  of  the  New  England  Health 
Care  Employees  Union,  District  1199;  Ethan  Rome,  director  of  the 
Connecticut  Citizens  Action  Group;  and  Janet  Spegele,  who  is  the 
vice  president  of  the  Connecticut  Business  and  Industry  Associa- 
tion. 
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I  assume  that  Mr.  Ricciuti  is  going  to  tell  us  how  he  would  have 
voted  if  he  had  been  the  17th  member  of  the  AFL-CIO  Commis- 
sion. 

So  maybe  we  would  have  had  a  national  health  insurance  plan  if 
his  vote  counted  or  maybe  we  would  have  had  the  Kirkland  Plan. 
In  any  event,  Mr.  Ricciuti — representing  an  institution  which  has 
been  long  a  leader  in  bringing  health  care  not  only  to  its  own 
members  but  to  the  rest  of  the  country. 

We  are  happy  to  have  you  here,  and  I  am  going  to  ask  as  our 
guests  leave  the  room  or  change  their  seats,  out  of  deference  to  the 
court  reporter  and  our  panel,  if  we  could  hold  the  conversation 
down  to  a  minimum.  We  will  then  ask  Mr.  Ricciuti  to  proceed. 

STATEMENT  OF  RENATO  E.  RICCIUTI,  COORDINATOR  OF  RE- 
TIRED MEMBERS  OF  THE  COMMITTEE  ON  POLITICAL  EDUCA- 
TION, CONNECTICUT  AFL-CIO 

Mr.  Ricciuti.  Thank  you  very  much,  Congressman  Stark,  Mr. 
Chairman,  and  members  of  the  committee. 

I  am  speaking  in  behalf  of  the  Connecticut  State  AFL-CIO.  At 
the  outset,  may  I  quote  from  the  statement  by  the  AFL-CIO  Execu- 
tive Council  on  national  health  care  reform?  This  statement  was 
issued  this  past  Tuesday,  February  19. 

We  have  supported  passage  of  Federal  legislation  that  moves  toward  the  goal  of  a 
national  social  insurance  program.  We  have  supported  a  requirement  that  all  em- 
ployers contribute  their  fair  share  to  the  cost  of  care.  We  have  supported  the  devel- 
opment of  a  national  cost  containment  system  to  prevent  shifting  of  costs  from  one 
payer  to  another.  We  continue  to  support  these  principles  today  and  believe  that 
now  is  the  time  to  renew  the  fight  for  a  national  health  care  reform  legislation  con- 
sistent with  our  traditional  support  of  a  social  insurance  program. 

The  labor  movement  is  united  in  its  determination  to  achieve  I 
universal  access,  significant  cost  containment,  quality  care,  and  | 
progressive  financing.  The  current  crisis,  the  soaring  costs  of  hospi- 
tal care,  physician  services  and  prescription  drugs,  37  million  unin-  i 
sured  Americans,  mounting  threats  to  quality  of  health  care,  and 
continued  strife  at  the  bargaining  table  demands  immediate  action.  \ 

The  refusal  of  some  employers  to  provide  coverage  has  added  to 
the  cost  of  care  for  those  who  are  insured  while  millions  of  other 
Americans  covered  by  health  plans  in  the  Federal,  public,  and  pri- 
vate sectors  have  suffered  the  financial  burden  of  increased  cost 
shifting  and  reduction  in  benefits. 

The  urgency  of  the  health  care  crisis  for  consumers  and  purchas- 
ers of  care  and  for  those  who  have  fallen  through  the  cracks  in  the 
current  system  requires  us  to  seek  relief  now  without  compromis- 
ing our  principles  and  to  support  measures  that  can  be  enacted. 

Such  proposals  would  move  the  Nation  to  universal  access  by  re- 
quiring all  employers,  including  the  Federal  Government,  to  con- 
tribute fairly  to  the  cost  of  care.  Such  measures  also  would  intro- 
duce effective  health  care  costs  containment,  improve  the  quality 
of  care,  streamline  the  complex  and  expensive  structure  of  our  cur- 
rent insurance  system,  and  advance  the  principle  of  progressive  fi- 
nancing. 

To  succeed  in  this  effort,  the  federation  will  form  coalitions  with 
consumer  groups,  employers,  community-based  organizations,  and 
providers  to  call  on  Congress  for  expeditious  enactment  of  Federal 
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legislation  that  will  guarantee  all  Americans  the  right  to  health 
care  by  establishing  a  national  social  insurance  program  that  in- 
cludes workers,  the  unemployed,  and  others  not  in  the  labor  force 
and  incorporates  Medicare  and  Medicaid,  continue  the  labor  move- 
ment's long-held  goal  of  a  social  insurance  national  health  care 
program  while  recognizing  that  reform  may  come  about  in  stages. 

Accordingly,  we  would  support  measures  that  would  move  the 
Nation  toward  our  goals.  Establish  the  national  cost  containment 
program  that  includes  a  cap  on  health  expenditures,  a  capitol 
budget  that  manages  the  now  uncontrolled  duplication  of  technolo- 
gy, which  you  have  heard  about  here  today,  and  improves  the  allo- 
cation of  resources  and  a  Federal  authority  that  negotiates  uniform 
reimbursement  rates  with  hospitals,  doctors,  and  other  providers  to 
be  used  by  all  payers. 

Create  a  national  commission  of  consumers,  labor,  management. 
Government,  and  providers  to  administer  the  program.  Guarantee 
a  core  package  of  health  care  benefits,  supplemental  benefits  above 
the  core  package  can  be  provided  on  a  voluntary  basis  or  through 
collective  bargaining. 

Contain  progressive  and  equitable  financing  that  requires  all  em- 
ployers to  contribute  toward  the  health  care  coverage.  Overhaul 
the  existing  administrative  structure  by  establishing  requirements 
for  administrative  intermediaries  that  would  standardize  claim 
forms,  restrict  the  number  of  entities  participating  in  the  system, 
improve  delivery  of  care,  and  assure  that  no  individual  would  be 
denied  coverage  regardless  of  age,  income,  employment  status,  or 
prior  health  care  history. 

Reduce  employment-based  retirement  health  costs  by  dropping 
Medicare  eligibility  to  age  60,  putting  the  program  in  line  with  the 
average  retirement  age.  Improve — well.  Chairman  Stark's  an- 
nouncement for  this  hearing  mentions  that  a  new  Connecticut  pro- 
gram includes  establishment  of  standards  of  behavior  for  small 
group  carriers,  including  requirements  that  all  applicants  be  cov- 
ered and  rules  for  determining  rates,  creation  of  small  employer 
health  reinsurance  pools. 

Connecticut  has  already  moved  to  do  what  it  can  for  the  272,000 
medically  uninsured  in  our  State,  focuses  on  the  people,  especially 
children  and  pregnant  women,  the  disabled,  the  elderly  and  people 
working  for  uninsured  small  businesses. 

Twenty-five  percent  of  the  uninsured  are  children.  According  to 
the  General  Assembly's  Health  Care  Access  Commission,  these 
people  are  not  poor  enough  for  Medicaid  and  not  old  enough  for 
Medicare.  Connecticut  AFL-CIO  retirees  would  prefer  we  attain 
national  health  care  this  year.  At  the  very  least,  the  reforms  I 
have  outlined  should  be  enacted  as  a  bridge  toward  our  ultimate 
objective,  national  health  care  for  all. 

Thank  you.  [Applause.] 

[The  prepared  statement  follows:] 
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statement  by  Renato  E.  Ricciuti 
Coordinator  of  Retired  Members  of  the 
Committee  on  Political  Education  (Connecticut  State  AFL-CIO) 
Before  the 
Subcommittee  on  Health 
of  the 

Committee  on  Ways  and  Means  Regarding  Access  to  Health  Care 

I  am  speaking  in  behalf  of  the  Connecticut  State  AFL-CIO 
and,  at  the  outset,  may  I  quote  from  the  statement  by  the  AFL- 
CIO  Executive  Council  on  National  Health  Care  Reform.  This 
statement  was  issued  this  past  Tuesday,  February  19. 

—  "We  have  supported  passage  of  federal  legislation  that 
moves  toward  the  goal  of  a  national  social  insurance  program. 
We  have  supported  a  requirement  that  all  employers  contribute 
their  fair  share  to  the  cost  of  care.  We  have  supported  the 
development  of  a  national  cost  containment  system  to  prevent 
shifting  of  costs  from  one  payer  to  another. 

"We  continue  to  support  these  principles  today  and  be- 
lieve that  now  is  the  time  to  renew  the  fight  for  national 
health  care  reform  legislation  consistent  with  our  traditional 
support  of  a  social  insurance  system.  The  labor  movement  is 
united  in  its  determination  to  achieve  universal  access,  sig- 
nificant cost  containment,  quality  care  and  progressive  financ- 
ing . 

"The  current  crisis  —  the  soaring  cost  of  hospital  care, 
physician  services  and  prescription  drugs;  37  million  uninsured 
Americans;  mounting  threats  to  the  quality  of  health  care  and 
continued  strife  at  the  bargaining  table  —  demands  immediate 
action.  The  refusal  of  some  employers  to  provide  coverage  has 
added  to  the  cost  of  care  for  those  who  are  insured,  while  mil- 
lions of  other  Americans  covered  by  health  plans  in  the  fed- 
eral, public  and  private  sectors  have  suffered  the  financial 
burden  of  increased  cost-shifting  and  reductions  in  benefits. 

"The  urgency  of  the  health  care  crisis  for  consumers  and 
purchasers  of  care  and  for  those  who  have  fallen  through  the 
cracks  in  the  current  system  requires  us  to  seek  relief  now, 
without  compromising  our  principles,  and  to  support  measures 
that  can  be  enacted.  Such  proposals  would  move  the  nation  to 
universal  access  by  requiring  all  employers,  including  the  fed- 
eral government,  to  contribute  fairly  to  the  cost  of  care. 
Such  measures  also  would  introduce  effective  health  care  cost 
containment,  improve  the  quality  of  care,  streamline  the  com- 
plex and  expensive  structure  of  our  current  insurance  system 
and  advance  the  principle  of  progressive  financing. 

...  "To  succeed  in  this  effort,  the  Federation  will  form 
coalitions  with  consumer  groups,  employers,  community-based  or- 
ganizations and  providers  to  call  on  Congress  for  expeditious 
enactment  of  federal  legislation  that  will: 

*  "Guarantee  all  Americans  the  right  to  health  care  by 
establishing  a  national  social  insurance  program  that  includes 
workers,  the  unemployed  and  others  not  in  the  labor  force  and 
incorporates  Medicare  and  Medicaid. 

*  "Continue  the  labor  movement's  long-held  goal  of  a  so- 
cial insurance  national  health  care  program,  while  recognizing 
that  reform  may  come  about  in  stages.  Accordingly,  we  will 
support  measures  that  would  move  the  nation  toward  our  goals. 

*  "Establish  a  national  cost  containment  program  that 
includes  a  cap  on  health  expenditures,  a  capital  budget  that 
manages  the  now-uncontrolled  duplication  of  technology  and  im- 
proves the  allocation  of  resources,  and  a  federal  authority 
that  negotiates  uniform  reimbursement  rates  (with  hospitals, 
doctors  and  other  providers)   to  be  used  by  all  payers. 
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*  "Create  a  national  cominission  of  consumers,  labor, 
management,  government  and  providers  to  administer  the  program. 

*  "Guarantee  a  core  package  of  health  care  benefits. 
Supplemental  benefits  above  the  core  package  can  be  provided  on 
a  voluntary  basis  or  through  collective  bargaining. 

*  "Contain  progressive  and  equitable  financing  that  re- 
quires all  employers  to  contribute  toward  health  care  coverage. 

*  "Overhaul  the  existing  administrative  structure  by  es- 
tablishing requirements  for  administrative  intermediaries  that 
would  standardize  claims  forms;  restrict  the  number  of  entities 
participating  in  the  system;  improve  delivery  of  care;  and  as- 
sure that  no  individual  will  be  denied  coverage,  regardless  of 
age,   income,  employment  status  or  prior  health  care  history. 

*  "Reduce  employment-based  retirement  health  costs  by 
dropping  Medicare  eligibility  to  age  60?-  putting  the  program  in 
line  with  the  average  retirement  age. 

*  "Improve  quality  through  the  widespread  dissemination 
of  information  to  physicians  through  practice  guidelines,  cre- 
ate a  national  system  for  technology  assessment  and  build  a  na- 
tional data  base  on  the  cost  and  quality  of  care. 

*  "Encourage  physicians  to  avoid  unnecessary  tests  and 
medical  procedures,  while  developing  a  better  system  for  han- 
dling malpractice  disputes. 

*  "Devise  a  strategy  to  provide  all  Americans  access  to 
long-term  care  and  to  make  home  care  available  to  the 
chronically  ill." 

Chairman  Stark's  announcement  for  this  hearing  mentions 
that  this  new  Connecticut  program  includes  "establishment  of 
standards  of  behavior  for  small  group  carriers,  including  re- 
quirements that  all  applicants  be  covered  and  ruleds  for  deter- 
mining rates;  creation  of  a  small  employer  health  reinsurance 
pool;  provision  of  a  special  health  care  plan  for  previously 
uninsured  groups;  and  expanded  public  programs  for  low-income 
residents . 

Connecticut  has  already  moved  to  do  what  it  can  for  the 
272,000  medically  uninsured  in  our  state.  Focus  is  on  the 
people,  especially  children  and  pregnant  women,  and  people 
working  for  uninsured  small  businesses.  Twenty-five  percent  of 
the  uninsured  are  children.  According  to  the  General 
Assembly's  Health  Care  Access  Commission,  the  people  are  "not 
poor  enough  for  Medicaid,  not  old  enough  for  Medicare." 

Connecticut  AFL-CIO  retirees  would  prefer  we  attain  na- 
tional health  care  this  year.  At  the  very  least,  the  reforms  I 
have  outlined  should  be  enacted  as  a  bridge  towards  our  ulti- 
mate objective,  national  health  care  for  all. 

opeiu376af 1-cio 
2/22/91 
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Chairman  Stark.  I  have  always  said,  Mr.  Ricciuti,  great  minds 
run  in  the  same  direction,  and  now  that  I  have  shown  my  preju- 
dice, Jerome  Brown. 

STATEMENT  OF  JEROME  BROWN,  PRESIDENT,  DISTRICT  1199, 
NEW  ENGLAND  HEALTH  CARE  EMPLOYEES 

Mr.  Brown.  Mr.  Chairman,  you  showed  it  earlier. 

Thank  you  very  much  for  the  opportunity  to  be  here.  I  am  presi- 
dent of  the  Health  Care  Workers  Union  in  this  State  and  in  Rhode 
Island,  and  our  members  work  every  day  taking  care  of  people  and 
obviously  they  are  also  recipients  themselves  of  health  insurance 
and  health  care,  and  their  families. 

Many  of  our  members  are  low-paid  nursing  home  workers,  and 
people  who  work  in  community  programs  for  the  developmentally 
disabled,  mentally  ill.  Health  care  insurance  is  an  extremely  im- 
portant item  for  these  workers. 

I  am  the  vice  president  of  Service  Employees  International 
Union.  I  bring  you  greetings  from  Local  250  and  from  Local  79  and 
from  different  places  around  the  country. 

We  have  taken  on  the  question  of  health  care  insurance  as  the 
most  important  issue  facing  our  members  and  facing  the  country  at 
large. 

Indeed,  the  problems  plaguing  our  Nation's  health  care  system 
have  been  well  documented.  We  have  heard  about  the  37  million 
Americans  uninsured.  It  has  got  to  be  higher  than  that  today.  That 
figure  has  been  around  for  a  number  of  years,  and  there  is  a  de- 
pression on  right  now,  and,  so,  that  is  horrible. 

In  Connecticut,  it  is  really  very,  very  difficult.  This  is  a  very  rich 
State,  and  we  are  in  a  recession,  but  it  is  a  rich  State.  New  Haven 
has  the  highest  infant  mortality  rate  in  the  country.  Three  of  our 
core  cities,  Hartford,  Bridgeport,  New  Haven,  have  rates  of  infant 
mortality  that  are  off  the  charts,  that  make  us  look  like  a  Third 
World  country. 

We  have  increased  health  care  spending  by  huge  amounts,  per 
capita  increase  from  $1,148  in  1980  to  $2,700  in  1990,  well  over  135 
percent,  double  the  inflation  rate,  and  we  still  have  serious  prob- 
lems with  the  quality  of  care  as  witnessed  by  the  infant  mortality. 
The  increased  cost  has  given  us  increased  problems  with  access  to 
care,  which  then  goes  to  quality  and  ever5d:hing  else. 

These  are  awful  statistics,  and  we  have  to  do  something  about 
them. 

Now,  the  chairman  referred  earlier  to  the  employment-based 
system.  We  are  proud  in  organized  labor  to  have  negotiated  health 
care  benefits  for  workers.  We  established  a  system  of  almost, 
almost  universal  coverage  if  you  were  employed.  That  system  is 
being  eroded.  It  has  been  eroded.  I  mean  it  is  gone. 

The  stable  jobs  in  manufacturing  that  were  the  backbone  of  this 
country  are  changing.  Service  industries  do  not  provide  the  same 
amount  of  insurance  and  many,  many  employers  do  not  provide 
any  health  benefits  at  all  to  full-time  workers. 

Employment-based  insurance  cannot  make  it,  will  not  be  the  so- 
lution. Although  it  has  to  be  part  of  the  solution.  Employers  should 
contribute  to  health  coverage  for  their  employees. 
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By  the  way,  in  answer  to  Congressman  Levin,  the  first  thing 
they  should  have  done  with  that  guy  who  had  the  person  for  15 
weeks  and  then  took  them  off  for  the  16th  week,  somebody  should 
have  thrown  him  in  jail,  the  second  thing  is  the  worker  should  go 
on  strike. 

But,  by  the  way,  strikes  cannot  do  it.  That  is  the  problem.  We 
cannot  carry  the  burden.  We  have  had  strike  after  strike  on  health 
care  benefits,  and  using  many  of  the  laws  that  do  not  protect  us 
any  more  as  well  as  maybe  they  used  to,  we  get  decertified.  They 
bring  in  permanent  replacements,  scabs,  for  hire,  and  decertify  the 
union  when  we  are  fighting  for  the  health  care  system  for  the  rest 
of  this  country,  to  set  decent  standards. 

We  cannot  carry  the  burden.  We  have  had  strikes  in  this  State, 
in  nursing  homes,  in  the  university  over  health  benefits.  You 
cannot  necessarily  blame  the  individual  employer.  They  are  under 
a  huge  pressure,  whether  it  is  competitive  or  just  the  rising  cost  is 
driving  them  crazy. 

You  know,  I  wish  it  were  as  simple  as  to  say  they  are  SOBs,  but 
it  is  not  necessarily  that.  The  economics  of  it  mean  that  the  em- 
ployment-based system  cannot  necessarily  take  it.  We  fight  like  the 
devil  for  it.  We  have  strikes  for  it.  We  are  not  letting  anybody  get 
away  easy  on  this,  but  the  fact  of  the  matter  is  that  it  keeps  run- 
ning away  from  us  and  keeps  running  away  from  workers  general- 

There  has  got  to  be  another  kind  of  solution,  and,  by  the  way,  it 
has  got  to  address  cost,  not  just  access.  This  country,  as  rich  as  it 
is,  cannot  afford  a  health  care  system  with  costs  rising  12  percent  a 
year  when  the  rest  of  the  country  is  at  6  percent  inflation.  By  the 
year  2010,  50  percent  of  the  budget  will  go  to  health  care.  It  is  im- 
possible. The  country  cannot  afford  it,  whether  it  is  paid  for  by 
taxes  or  shared  insurance  or  employer  insurance  or  whatever,  it 
cannot  afford  it.  It  has  got  to  control  costs  before  you  get  to  access 
or  at  the  same  time  that  you  are  getting  to  access.  The  employers 
have  to  pay,  all  of  them  have  to  pay. 

We  have  to  wring  out  of  the  health  care  system  the  excess  costs. 
I  do  not  know  that  there  is  a  way  to  design  a  system  that  makes  all 
of  the  players  happy. 

The  panel  that  was  up  here  just  before  us,  if  we  have  our  way, 
they  are  not  going  to  be  happy,  because  they  are  taking  20  to  25 
percent  of  the  health  care  dollar  and  putting  it  in  insurance  over- 
head and  profits.  It  cannot  do  that.  There  is  not  enough  dollars  to 
allow  that.  It  has  got  to  go  to  health  care. 

I  am  the  chairperson  of  a  5,000-6,000  member  health  fund.  Some 
6,000  people  are  involved  in  the  health  care  fund  and  they  get  their 
benefits  through  it.  That  fund  is  an  anachronism,  it  is  a  dinosaur. 
We  should  go  out  of  existence  at  the  same  time  that  CIGNA  does. 
Not  before,  but  the  same  time  that  they  do,  because  it  is  a  waste  of 
dollars  to  spend  it  in  that  type  of  administration,  and  we  do  not 
have  them. 

So  we  are  very,  very  pleased  to  be  here.  We  represent  low-paid 
workers,  some  high-paid  workers,  all  of  our  members  are  under  ex- 
treme pressure  from  their  employers  on  the  question  of  health  care 
insurance.  Many  of  them  do  not  have  it  for  their  families.  We  want 
to  have  a  real  families  policy  in  the  U.S.  Congress  to  make  sure 
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that  mothers  and  fathers  that  work  for  a  hving  can  have  decent 
health  care  for  their  kids  without  begging  for  it  or  going  to  the  city 
hospitals  in  Oakland  and  waiting  on  long  lines.  I  have  been  there, 
and  I  have  seen  them  visiting,  our  members  there.  It  is  no  way  for 
this  country  to  give  health  insurance. 

We  thank  you  for  the  opportunity.  We  want  systemic  reform. 
You  cannot  just  fix  this  in  little  pieces.  It  has  got  to  be  systemic 
reform. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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Jerry  Brown,  President 
Healthcare  Reform  Testimony 
Hartford,  Connecticut 
February  25,  1991 


My  name  is  Jerry  Brown  and  I  am  the  President  of  District  1199 
of  the  New  England  Health  Care  Employees  Union  and  a  Vice  President 
of  the  Service  Employees  International  Union,  AFL-CIO.     New  England 
Health  Care  Employees  Union  District  1199  represents  sixteen 
thousand  (16,000)  health  care  professionals,  para  professionals  and 
service  employees  in  Connecticut's  hospital,  nursing  home  and  group 
home  industries,  as  well  as    workers  employed  in  State  Department's 
of  mental  health  and  mental  retardation.     The  Health  Care  Division 
of  the  Service  Employees  International  Union  represents  425,000 
health  care  employees  throughout  the  United  States,  Puerto  Rico  and 
Canada,  making  SEIU  the  largest  Union  of  health  care  employees  in 
North  America. 

I  want  to  thank  Congresswoman  Kennelly  and  the  other  members  of 
the  Subcommittee  on  Health  of  the  Committee  on  Ways  and  Means  for 
holding  these  hearings  today  to  address  the  issue  of  healthcare 
reform.     I  am  pleased  that  the  Subcommittee  is  providing  this 
opportunity  to  expand  the  debate  on  the  healthcare  crisis  that  is 
gripping  our  nation. 

The  problems  plaguing  our  nation's  healthcare  system  have  been 
well  documented.     We've  all  heard  about  the  37  million  Americans 
without  access  to  health  insurance  in  this  country.     We  are  also 
well  aware  that  the  U.S.  has  the  most  expensive  healthcare  system  in 
the  world,  but  still  lags  behind  almost  every  other  industrialized 
country  in  life  expectancy  and  infant  mortality. 

But  I'd  like  to  dramatize  the  problem  with  a  few  examples  that 
are  a  little  closer  to  home. 

The  situation  here  in  Connecticut  pinpoints  some  of  the  flaws 
underlying  the  nation's  health  delivery  system. 

Last  fall.  Citizen  Action  released  ?  study  detailing  the  rise 
in  each  state's  healthcare  spending  over  the  past  decade.  Per 
capita  health  spending  in  Connecticut  jumped  from  $1,148  in  1980  to 
$2,699  in  1990  —  an  increase  of  over  135  percent.     That's  more  than 
twice  the  rate  of  general  inflation. 

But  has  the  rise  in  healthcare  spending  translated  into  a 
higher  quality  of  care  or  a  healthier  population?    The  answer  is  no. 

Connecticut's  per  capita  health  spending  ranks  sixth  highest  in 
the  country.     Yet  three  of  our  cities.  New  Haven,  Bridgeport  and 
Hartford,  are  among  the  top  20  cities  in  the  U.S.  with  the  highest 
rates  of  infant  mortality.     And  New  Haven  has  the  shameful 
distinction  of  heading  the  list  with  an  infant  mortality  rate  of 
20.2  infant  deaths  per  1,000  live  births. 

We  sound  more  like  a  third  world  country  than  a  state  with  the 
nation's  highest  per  capita  income. 
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Given  these  kinds  of  disturbing  statistics,  it  is  no  wonder 
that  healthcare  reform  is  gaining  momentum  as  one  of  the  driving 
issues  of  the  1990s. 

And  organized  labor  is  leading  the  charge. 

In  the  last  few  years,  health  care  has  taken  its  place 
alongside  wages,  hours  and  job  security  as  a  no-surrender  strike 
issue.     More  and  more  workers  are  taking  to  the  picket  lines  to 
defend  their  healthcare  benefits.     Health  was  a  key  strike  issue  for 
78  percent  of  workers  on  major  strikes  in  1989,  up  from  18  percent 
in  1986. 

In  Connecticut  our  Union  has  experienced  two  unfortunate 
strikes  in  the  last  twelve  months  involving  health  care  insurance 
issues. 

At  Kimberly  Hall  Nursing  Home  in  Windsor,  Connecticut,  one 
hundred  and  thirty  employees  went  on  strike  one  year  ago.  The 
Employees  of  Kimberly  Hall  (owned  by  the  Pennsylvania  based  Genesis 
Corporation) ,  earned  between  seven  and  eight  dollars  per  hour  and 
paid  fifty-five  dollars  per  week  for  family  health  insurance 
coverage.     The  strike  was  declared  a  lockout  by  the  State  of 
Connecticut  because  the  Employer  refused  to  allow  the  workers  to 
return  to  their  jobs.     This  dispute  continues  today  and  is  currently 
before  the  National  Labor  Relations  Board. 

One  hundred  twenty  members  at  the  University  of  Bridgeport 
struck  for  one  month  this  past  fall.     The  Employer  insisted  on  an 
insurance  co-payment  that  cut  take  home  pay  for  the  members  ten  to 
thirteen  percent.     The  strike  involved  an  additional  four  hundred 
employees  represented  by  other  Unions.     One  Union  is  still  on 
strike. 

Most  of  our  members  have  thus  far  escaped  tragic  strikes  over 
health  benefits,  however,  the  threat  of  many  such  conflicts  is  near 
at  hand. 

For  example,  the  Union  is  party  to  a  Taft-Hartley  Trust  Fund 
that  provides  health  insurance  coverage  to  five  thousand  of  our 
Union  members.     Health  care  prices  have  risen  so  dramatically  in  the 
past  few  years  that  the  Benefit  Fund  cost  is  now  eighteen  percent  of 
gross  payroll  although  present  contribution  rates  from  employers  are 
twelve  to  fourteen  percent  of  gross  payroll.     The  fund's  surplus  has 
dropped  to  a  six  month  level  as  compared  to  a  two  year  level 
eighteen  months  ago.     The  contracts  covering  these  employees  expire 
next  year. 

Because  none  of  the  employers  have  offered  to  shoulder  the  full 
burden  of  health  care  costs  the  rapid  increases  presents  these  five 
thousand  members  covered  by  the  1199  fund  with  two  choices;  either 
strike  to  defend  their  benefits  and  living  standards  or  suffer  a 
drastic  reduction  of  benefits  and  standard  of  living. 

What  does  a  decrease  in  standard  of  living  mean  for  our  members 
at  Mt.  Sinai  Hospital  in  Hartford?    Consider  Annette  Gordon,  a 
transport  orderly  who  earns  $8.72  an  hour  after  five  years  of 
employment.     Annette's  take  home  pay  is  less  than  three  hundred 
dollars  per  week.     On  this  pay  she  supports  herself  and  her  child 
while  attending  nursing  school.     Does  anyone  at  this  hearing  really 
believe  that  Ms.  Gordon  can  afford  a  co-payment  on  her  insurance? 

Out  of  the  heightened  conflict  between  labor  and  management  on 
this  issue  has  come  a  point  of  consensus.     Both  sides  agree  that  the 
problems  have  become  too  big  to  solve  employer  by  employer  or  union 
by  union. 
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Nothing  short  of  a  comprehensive  overhaul  of  the  nation's 
healthcare  system  will  solve  the  triple  problems  of  access,  cost  and 
quality.     The  United  States  needs  a  national  healthcare  system  based 
on  social  insurance  to  guarantee  every  American  access  to  high 
quality,  affordable  health  care. 

This  is  a  goal  that  organized  labor  has  strived  to  achieve  for 
many  decades.     As  we  watch  the  collapse  of  employment-based  health 
coverage,  the  issue  has  taken  on  greater  urgency. 

Labor  began  its  full-scale  reform  effort  last  year  when  the 
AFL-CIO  Executive  Council  approved  a  resolution  calling  on  all 
unions  to  mount  a  campaign  for  national  health  care. 

The  AFL-CIO's  Health  Care  Committee,  headed  by  SEIU's  President 
Sweeney,  assumed  responsibility  for  developing  a  recommendation  for 
comprehensive  reform  at  the  national  level  —  as  well  as  a  plan  for 
building  a  coalition,  educating  the  public  and  our  members  and, 
finally,  persuading  the  U.S.  Congress  to  act. 

Throughout  the  fall,  the  AFL-CIO  held  eight  hearings  around  the 
country  to  dramatize  the  importance  of  the  healthcare  issue. 

And  last  week  at  the  annual  midwinter  meeting,   the  AFL-CIO 
Executive  Council  adopted  a  statement  endorsing  a  broad  proposal  for 
national  healthcare  reform.     The  plan  calls  for  comprehensive  reform 
of  the  nation's  healthcare  system,  addressing  matters  of  cost, 
access  and  quality. 

The  position  specifies  that  a  national  cost  containment 
program,  which  would  be  directed  by  a  new  national  commission,  be 
established.     The  commission  would  issue  uniform  payment  rates  for 
all  purchasers  of  care,  set  a  national  cap  on  total  health 
expenditures,  and  put  in  place  a  separate,  national  budget  for 
construction  of  health  facilities  and  purchase  of  expensive 
technology. 

The  plan  would  guarantee  a  core  package  of  health  benefits  for 
all  Americans,  require  all  employers  to  contribute  toward  the  health 
coverage  of  their  work  force,  and  put  in  place  a  system  of 
progressive  and  equitable  financing. 

Organized  labor  has  traditionally  supported  a  national  social 
insurance  program  as  the  best  way  to  go  and  still  does.     But  the 
AFL-CIO  is  not  insisting  that  healthcare  reform  be  addressed  as  a 
social  insurance  plan  immediately.     We  are  bringing  our  reform 
efforts  into  the  political  process,  working  with  other  coalitions  to 
gain  sufficient  support  to  make  enactment  possible. 

The  urgency  of  the  healthcare  crisis  demands  that  we  mobilize 
to  gain  action  as  soon  as  possible. 

To  this  end,  the  labor  movement  is  enlisting  the  help  of  its 
rank  and  file  members  through  a  nationwide  grassroots  campaign  to 
promote  healthcare  reform. 

The  AFL-CIO  is  forming  coalitions  with  consumer  groups, 
employers,  community-based  organizations  and  providers  to  urge 
Congress  to  enact  national  healthcare  reform  legislation. 

Working  within  these  coalitions,  we  aim  to  make  healthcare 
reform  the  number  one  domestic  policy  issue  in  the  1992  presidential 
elections. 

I  hope  that  we  can  count  on  your  support  to  reform  our 
healthcare  system  into  one  that  provides  for  the  needs  of  all 
Americans. 


Thank  you. 
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statement  by  the  AFL-CIO  Executive  Council 
on 

National  Health  Care  Reform 

February  19,  1991 
Bal  Harbour,  Florida 

Since  the  1920s,  unions  have  advocated  national  reform  of  the 
health  care  delivery  system  to  guarantee  all  Americans,  from 
children  to  seniors,  the  right  to  health  care. 

We  have  supported  passage  of  federal  legislation  that  moves 
toward  the  goal  of  a  national  social  insurance  program.     We  have 
supported  a  requirement  that  all  employers  contribute  their  fair 
share  to  the  cost  of  care.     We  have  supported  that  development  of  a 
national  cost  containment  system  to  prevent  shifting  of  costs  from 
one  payer  to  another. 

We  continue  to  support  these  principles  today  and  believe  that 
now  is  the  time  to  renew  the  fight  for  national  health  care  reform 
legislation  consistent  with  our  traditional  support  of  a  social 
insurance  system.     The  labor  movement  is  united  in  its  determination 
to  achieve  universal  access,  significant  cost  containment,  quality 
care  and  progressive  financing. 

The  current  crisis — the  soaring  cost  of  hospital  care, 
physician  services  and  prescription  drugs;  37  million  uninsured 
Americans'  mounting  threats  to  the  quality  of  health  care  and 
continued  strife  at  the  bargaining  table — demands  immediate  action. 
The  refusal  of  some  employers  to  provide  coverage  has  added  to  the 
cost  of  care  for  those  who  are  insured,  while  millions  of  other 
Americans  covered  by  health  plans  in  the  federal,  public  and  private 
sectors  have  suffered  the  financial  burden  of  increased 
cost-shifting  and  reductions  in  benefits. 

The  urgency  of  the  health  care  crisis  for  the  consumers  and 
purchasers  of  care  and  for  those  who  have  fallen  through  the  cracks 
in  the  current  system  requires  us  to  seek  relief  now,  without 
compromising  our  principles,  and  to  support  measures  that  can  be 
enacted.     Such  proposals  would  move  the  nation  to  universal  access 
by  requiring  all  employers,   including  the  federal  government  to 
contribute  fairly  to  the  cost  of  care.     Such  measures  also  would 
introduce  effective  health  care  cost  containment,   improve  the 
quality  of  care,  streamline  the  complex  and  expensive  structure  of 
our  current  insurance  system  and  advance  the  principle  of 
progressive  financing. 

In  this  regard,  the  federal  government  must  be  a  model  employer 
and  establish  the  standard  by  ensuring  that  its  plan  operates  within 
these  principles.     There  is  also  a  need  to  address  the  problem  of 
retiree  health  costs  in  the  coal  industry  and  other  sectors. 

We  call  upon  all  affiliates  to  join  the  Federation's  nationwide 
grassroots  campaign  by  mobilizing  their  members  in  an  all-out 
lobbying  effort  to  win  national  reform. 

To  succeed  in  this  effort,  the  Federation  will  form  coalitions 
with  consumer  groups,  employers,  community-based  organizations  and 
providers  to  call  on  Congress  for  expeditious  enactment  of  federal 
legislation  that  will: 
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National  Healtti  Care  Reform 


*  Guarantee  all  Ajsericans  the  right  to  health  care  by 
establishing  a  national  social  insurance  program  that  includes 
workers,  the  unenployed  and  others  not  in  the  labor  force  and 
incorporates  Medicare  and  Medicaid. 

*  Continue  the  labor  rovenent's  long-held  goal  of  a  social 
insurance  national  health  care  progran,  while  recognizing  that 
reforn  nay  cone  about  in  stages.     Accordingly,  we  will  support 
laeasures  that  would  cove  the  nation  toward  our  goals. 

*  Establish  a  national  cost  containment  program  that 
includes  a  cap  on  health  expenditures,  a  capital  budget  that  manages 
the  now-uncontrolled  duplication  of  technology  and  improves  the 
allocation  of  resources,   and  a  federal  authority  that  negotiates 
uniforr.  reirbur serent  rates   (with  hospitals,  doctors  and  other 
providers)   to  be  used  by  all  payers. 

*  Create  a  national  commission  of  consumers,  labor 
nanagerent,  government  and  providers  to  administer  the  prograun. 

*  Guarantee  a  core  package  of  health  care  benefits. 
Supplemental  benefits  above  the  core  package  can  be  provided  on  a 
voluntary  basis  or  through  collective  beirgaining. 

*  Contain  progressive  and  equitable  financing  that  requires 
all  employers  to  contribute  toward  health  care  coverage. 

*  Overhaul  the  existing  administrative  structure  by 
establishing  requirements  for  administrative  intermediaries  that 
would  standardize  claims  forms,  restrict  the  number  of  entitles 
participating  in  the  system,   improve  delivery  of  care;  and  assure 
that  no  individual  will  be  denied  coverage,  regardless  of  age, 
income,  employment  status  or  prior  health  care  history. 

*  Reduce  employment-based  retiree  health  costs  by  dropping 
Medicare  eligibility  to  age  60,  putting  the  program  in  line  with  the 
average  retirement  age. 

*  Improve  quality  through  the  widespread  dissemination  of 
information  to  physicians  through  practice  guidelines,  create  a 
national  system  for  technology  assessment  and  build  a  national  data 
base  on  the  cost  and  quality  of  care. 

*  Encourage  physicians  to  avoid  unnecessary  tests  and 
medical  procedures,  while  developing  a  better  system  for  handling 
malpractice  disputes. 

*  Devise  a  strategy  to  provide  all  Americans  access  to 
long-term  care  and  to  make  home  care  available  to  the  chronically 
ill. 
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Chairman  Stark.  Thank  you.  [Applause.] 
Mr.  Rome. 

STATEMENT  OF  ETHAN  S.  ROME,  LEGISLATIVE  AND  POLITICAL 
DIRECTOR,  CONNECTICUT  CITIZENS  ACTION  GROUP 

Mr.  Rome.  Thank  you. 

Mr.  Chairman,  members  of  the  committee,  good  morning.  I  am 
Ethan  Rome.  I  am  the  legislative  and  political  director  for  the 
100,000-member  Connecticut  Citizens  Action  Group. 

I  represent  the  CCAG  Health  Care  For  All  Coalition,  which  is  a 
network  of  more  than  50  community,  civil  rights,  provider,  disabil- 
ities, senior  citizen,  labor,  and  other  organizations,  including  the 
organizations  to  my  right. 

I  was  a  member  of  the  Blue  Ribbon  Commission  on  State  health 
insurance  and  am  now  a  member  of  the  State's  Health  Care  Access 
Commission. 

It  is  an  honor  to  come  before  your  committee,  and  I  thank  you 
for  holding  this  hearing  in  Connecticut. 

There  has  been  several  descriptions  of  the  health  care  crisis  and 
our  health  care  system  this  morning,  and  there  is  only  one  of  those 
descriptions  which  resonates  with  the  experience  of  most  Ameri- 
cans. That  is  that  our  system  is  a  mess.  The  health  care  crisis  is 
hurting  everyone. 

When  you  take  a  look  around,  workers  are  paying  more  and  get- 
ting less  coverage.  Businesses  cannot  keep  up  with  the  spiraling 
costs.  The  uninsured  are  forced  to  go  without  needed  care.  The  el- 
derly cannot  afford  the  services  they  need.  People  with  disabilities 
and  health  care  needs  are  regularly  denied  coverage,  and  urban 
and  rural  areas  lack  the  medical  services  they  need. 

It  is  bad  now  and  getting  worse  every  day.  What  do  we  do  about 
it?  There  is  only  one  comprehensive  and  workable  solution  to  this 
problem.  We  need  a  universal  and  unitary  health  care  plan  that 
controls  skyrocketing  costs  and  covers  every  individual  under  a 
single  public  insurance  policy. 

Specifically,  a  universal  health  care  system  should  be  based  on 
the  following  principles: 

First,  coverage  should  be  universal  and  equal. 

Second,  benefits  must  be  comprehensive. 

Third,  services  should  be  accessible. 

Fourth,  costs  should  be  effectively  controlled. 

Fifth,  high-quality  care  should  be  uniform. 

Last,  the  program  should  be  publicly  administered  and  funded 
with  a  fair  financing  mechanism. 

Now,  if  we  had — if  our  health  care  system  today  was  based  on 
any  one  of  those  principles,  we  would  be  much  further  along  than 
we  are. 

While  we  have  struggled  to  reform  our  failing  system,  our  neigh- 
bors have  enjoyed  one  of  the  finest  health  care  systems  in  the 
world.  Canada's  national  health  care  program  is  an  extraordinary 
example.  Every  Canadian  has  comprehensive  health  coverage  and 
the  freedom  to  select  the  doctors  and  providers  of  their  choice. 
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The  quality  of  their  care  is  excellent,  and  they  spend  25  percent 
less  per  capita  on  their  health  care  than  we  do.  The  Canadians 
achieved  these  results  because  of  the  simplicity  of  their  system. 

First,  they  eliminated  administrative  waste  by  having  one  plan 
that  covers  everyone  and  pays  for  all  services. 

Second,  they  control  costs  by  negotiating  hospital  budget  and 
physician  fees.  The  result,  universal  access  to  a  single  standard  of 
care  at  an  affordable  price.  Again,  all  things  we  do  not  have. 

There  is  another  side  to  this  story,  of  course,  and  it  is  told  by 
those  who  have  a  vested  interest  in  keeping  our  system  the  way  it 
is  and  opposing  a  real  solution.  Doctors,  the  insurance  industry, 
and  others  have  been  perpetuating  myths  about  the  Canadian 
system. 

Let  us  talk  about  a  few  of  those.  One  of  the  most  popular  myths 
is  that  universal  health  care  is  too  expensive.  Well,  in  Connecticut, 
we  are  spending  $8  billion  a  year  right  now  in  total  health  care  ex- 
penditures. That  is  more  than  our  entire  State  budget.  Meanwhile, 
the  300,000  people  are  uninsured  and  everybody  else  cannot  afford 
their  care. 

According  to  the  consultants  to  the  Blue  Ribbon  Commission  on 
State  health  insurance,  if  we  had  a  universal  program  in  Connecti- 
cut, we  could  cover  everyone  in  this  State  and  spend  $393  million 
less  per  year.  It  seems  to  me  this  is  a  direction  we  ought  to  take. 

Another  favorite  myth,  of  course,  is  that  Government  is  ineffi- 
cient and  cannot  effectively  run  this  kind  of  program.  You  all 
know  those  numbers.  It  costs  insurance  companies  roughly  12  per- 
cent overhead  costs  for  their  insurance  policies.  For  Medicare,  Med- 
icaid, and  Canada's  provincial  plans,  the  number  is  3  percent. 

The  biggest  myth,  of  course,  is  that  the  Canadians  ration  care 
while  the  rest  of  us  do  not.  Well,  let  us  be  clear  about  that.  We 
ration  care  in  the  United  States,  and  we  do  so  based  on  ability  to 
pay.  It  is  unfair.  It  is  discriminatory,  and  it  is  disgraceful. 

Last,  we  are  told  that  the  American  people  do  not  support  uni- 
versal health  care.  The  opposite  is  the  case.  In  poll  after  poll,  the 
vast  majority  of  Americans  say  that  our  system  needs  fundamental 
change,  but  Americans  are  even  more  specific.  Around  60  to  70  per- 
cent of  Americans  polled  consistently  say  that  they  favor  a  Canadi- 
an plan. 

The  Canadian  system  provides  a  detailed  framework  and  a  stun- 
ning example.  Most  of  all,  it  offers  a  system,  a  structure,  and  a  set 
of  mechanisms  that  work.  We  must  develop  a  program  of  our  own, 
however. 

Through  the  Blue  Ribbon  Commission  on  State  health  insurance, 
Connecticut  enacted  a  landmark  package  of  reforms  that  expand 
insurance  coverage  and  increase  access  to  care,  and  you  have  cer- 
tainly heard  about  those  this  morning. 

We,  CCAG,  played  an  instrumental  role  in  that  effort,  first  in  es- 
tablishing the  Blue  Ribbon  Commission  in  1989,  and  then  in  help- 
ing the  commission  and  legislature  develop  the  programs  that 
passed  last  year. 

Short-term  programs  that  meet  the  immediate  health  care  needs 
of  the  uninsured  are  certainly  critical,  but  there  are  serious  hmita- 
tions  to  these  kinds  of  programs.  In  the  long-term,  tinkering  with 
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our  system  will  not  work  and  piecemeal  programs  will  simply  not 
solve  this  problem. 

In  the  short-term,  it  is  not  clear  how  much  we  can  accomplish, 
thanks  to  budget  restraints,  and  the  amount  of  time  it  takes  to  im- 
plement even  the  most  simple  of  programs.  Universal  health  care 
is  the  only  solution,  so  we  might  as  well  get  started  on  it  now. 
There  is  a  basic  question  for  us  to  ask  ourselves,  which  is  how  long 
do  we  have  to  wait,  how  long  do  we  have  to  wait  to  join  every  other 
industrialized  nation  in  the  world,  except  South  Africa,  to  have  a 
universal  health  care  system. 

We  need  to  ask  that  question  today  and  take  action  on  it  today. 
We  need  a  national  health  care  program  to  solve  this  problem. 
Congressman  Marty  Russo,  a  member  of  your  committee,  has  pro- 
posed a  bill  which  establishes  a  comprehensive,  universal,  and  uni- 
tary national  health  care  program.  We  strongly  urge  you  to  sup- 
port the  Russo  proposal. 

And,  last,  new  initiatives  will  certainly  have  to  come  from  the 
States.  The  Health  Care  For  All  Coalition  supports  a  universal  and 
unitary  system  in  our  State,  but  we  cannot  do  that  without  Federal 
waivers.  I  strongly  urge  you  to  support  Federal  waivers  for  Con- 
necticut and  other  States. 

Thanks  very  much.  [Applause.] 

[The  prepared  statement  follows:] 
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statement  of  Ethan  S.  Rome,  Legislative  and  Political  Director, 
Connecticut  Citizen  Action  Group. 

Testimony  before  the  Subcommittee  on  Health, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
Field  Hearing  on  Access  to  Health  Care. 

February  25,  1991 

Mr.  Chairman,   Representatives  Kennelly  and  Johnson,  good  morning. 
I  am  Ethan  Rome,   the  Legislative  and  Political  Director  for  the 
100,000  member  Connecticut  Citizen  Action  Group  ( CCAG ) .   I  represent 
the  CCAG  Health  Care  For  All  Coalition,  a  network  of  more  than 
50  community,   civil  rights,   provider,  disability,   senior  citizen, 
labor  and  other  groups.   I  was  a  member  of  the  Blue  Ribbon  Commission 
on  State  Health  Insurance  last  year,   and  now  serve  on  the  state's 
Health  Care  Access  Commission. 

It  is  an  honor  to  come  before  your  committee  to  discuss  one  of 
the  most  pressing  issues  we  face — access  to  health  care.  Thank 
you  for  holding  this  hearing  here  in  Connecticut. 

We  can  no  longer  ignore  the  plain  truth:  our  state  and  nation's 
health  care  system  is  a  mess.  More  than  300,000  Connecticut  residents 
are  uninsured  and  cannot  get  needed  care,  while  hospital  beds  lie 
empty,  and  millions  of  dollars  are  squandered  on  bureaucracy,  waste 
and  profits.  Skyrocketing  costs  overwhelm  businesses  and  bust  the 
budgets  of  families  trying  to  make  ends  meet. 

The  health  care  crisis  is  hurting  all  of  us.  Workers  are  paying 
more  and  getting  less  coverage . Businesses  can't  keep  up  with  spiraling 
costs.   The  uninsured  are  forced  to  go  without  needed  care.  The 
elderly  cannot  afford  the  services  they  need.  People  with  disabilities 
and  health  care  needs  are  regularly  denied  coverage.  And  urban 
and  rural  areas  lack  critical  medical  services.   It's  bad  now,  and 
getting  worse  every  day. 

There  is  only  one  comprehensive  and  workable  solution  to  this  problem: 
we  need  a  universal  and  unitary  health  care  plan  that  controls 
skyrocketing  costs  and  covers  every  individual  under  a  single, 
public  insurance  policy. 

Specifically,  the  plan  should  be  based  on  the  following  principles: 

first ,   coverage  should  be  universal  and  equal;   second ,  benefits 
should  be  comprehensive;   third ,   services  should  be  accessible; 
fourth ,   costs  should  be  effectively  controlled;   fifth,  high  quality 
care  should  be  uniform;   and  lastly ,   the  program  should  be  publicly 
administered  and  funded  with  a  fair  financing  mechanism. 

While  we  have  struggled  to  reform  our  failing  system,   our  neighbors 
have  enjoyed  one  of  the  finest  health  care  systems  in  the  world. 
Canada's  national  health  care  program  is  an  extraordinary  example. 
Every  Canadian  has  comprehensive  health  coverage  and  the  freedom 
to  select  doctors  and  hospitals  of  their  choice.  The  quality  of 
their  care  is  top  notch,  and  they  spend  25  percent  less  per  capita 
on  their  health  care  than  we  do. 

The  Canadians  achieve  these  results  because  of  the  simplicity  of 
their  system.   First,   they  eliminate  administrative  waste  by  having 
one  plan  that  covers  everyone  and  pays  for  services.     Second ,  they 
control  costs  by  negotiating  hospital  budgets  and  physician  fees. 
The  result  is  universal  access  to  a  single  standard  of  care  at 
an  affordable  price. 

There's  another  side  to  this  story,  of  course,  and  it's  told  by 
those  who  have  a  vested  interest  in  opposing  a  real  solution  to 
the  health  care  crisis.  Doctors,  the  insurance  industry  and  others 
have  been  perpetuating  myths  about  the  Canadian  syste«,  and  that 
just  what  they  are — myths.  Consider  the  following  examples. 

One  of  the  most  popular  myths   is   that  universal   health  care  is 
too  exoensive.   v:ell,    in  Connecticut  we  already  spend  S8  fcillicn 
dollars  a   year   in  total   nealth  care  expenditures,   ir-.ore  than  cur 
entire  state  budcet.   According  to  the  consultant  tc  the  Blue  Ribbcn 
Ccmmissicn  cn  State  Health  Insurance,    if  we  had  a  universal  prograa 
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in  Connecticut,  we  could  cover  everyone  in  Connecticut  and  spend 
$393  million  less  per  year  than  we  do  now. 

Another   favorite  is   that  cjcvernment  is   inefficient  and  cannot 
effectively   run  this  kind  of  program.   The  facts  shew  otherwise: 
insurance  company  overhead  costs  are  12%  of  total  premiums,  while 
Canadian  provincial  plans  and  U.S.  Medicaid  and  Medicare  run  an 
overhead  of  less  than  3%. 

The  biggest  myth  is  that  the  Canadians  ration  care.  Let's  be  clear — we 
ration  care  in  the  United  States,  and  we  do  it  based  on  ability 

to  pay.   It's  unfair,    it's  discriminatory  and   it's  disgraceful. 
Increasingly,   we  also  ration  care  through  HMO's,    utilization  review 
managed  care  and  other  schemes.   The  question   is,   who  m.akes  the 
decisions  about  rationing?  Are  they  made  by  corporate  executives 
behind  closed  doors,   or  are  they  publicly  debated  and  democratically 
decided? 

Lastly,   we  are  told   that  the  American  people  do  not  support  universal 
health  care.   The  opposite  is  the  case.   In  poll  after  poll,  the 
vast  majority  of  Americans  say  that  our  system  needs  fundamental 
change.   And  between  60%  -  70%  of  all  Americans  consistently  say 
they  would  favor  a  system  like  the  one  in  Canada. 

The  Canadian  system  provides  a  detailed   framework  and  a  stunning 
example.   Most  of  all,    it  offers  a  system,   a  structure,   a  set  of 
mechanisms   that  work.    It's  not  a   blueprint.   We  mcust  develop  a  program 
of  cur  own. 

Through  the  Blue  Ribbon  Commission  on  State  Health  Insurance, 

Connecticut  enacted  a   landm.ark  package  of  reforms  that  expand 

insurance  coverage  and  increase  access  to  care  for  the  most  vulnerable 

of  the  uninsured.   Fully  implemented,  these  initiatives  will  insure 

roughly  60,000  of  state's  uninsured  population.  The  CCAG  Health 

Care  Fcr  All  Coalition  played  an  instrumental   role  in  that 

ef fort--f irst  in  establishing   the  Commission  in  1989,   and  then 

in  helping   to  develop  the  programs  and  lobby  the  bill   last  year. 

I   am  proud  of   that  work. 

Short-term  programs  that  meet  the  immediate  health  care  needs  of 
the  uninsured  are  critical.  That's  why  our  number  one  priority 
this  year  at  the  Legislature  is  to  help  design  the  program  for 
pregnant  women  and  children  contained  in   last  years'    bill,  and 
to  get   those  programs  funded. 

But  there  are  serious  limitations  to  these  kinds  of  programs.  In 

the  long-term ,    tinkering  with  our  system  will  not  work,   and  piecem.eal 
programs  will  not  solve  the  problem.    In  the  short-term,    it's  not 
clear  hew  much  we  can  accomplish,    thanks  to  budget  restraints  and 
and  the  amount  of  time  it  takes  to  implement  even  the  most  sim.ple 
of  programs.   If  we  are  going  to  enact  piecemeal  programs,  we  must 
at  the  same  time  get  started  on  developing  a  comprehensive  program. 
If  a  short-term  initiative  does  not  move  us  closer  to  a  universal 
program  that  controls  costs,    it  is  a  step  backwards.  Universal 
health  care  is  the  only  solution,   so  we  might  as  well  get  started 
on  it  now. 

Ultimately,   we  heed  a  national  program  to  solve  this  problem. 
Congressman  Karty  Russo,   a  mem.ber  of  your  committee,   has  proposed 
a   bill  which  establishes  a  comprehensive,   universal  and  unitary 
national   health  care  program,.   We  strongly  urge  you  to  support  the 
Russo  proposal. 

new  initiatives  will  also  have  to  come  from  the  states.     The  Health 
Care  For  All  Coalition  supports  establishing  a  universal  and  unitary 
plan  in  Connecticut  that  solves  immediate  problems  and  builds  toward 
national  action.     But  we  cannot  move   forward  in  Connecticut  without 
federal  waivers  that  would  allow  us  to  fold  iMedicaid,  Medicare 
and  other   federal  health  care  dollars   into  a  state  plan.   We  strongly 
urge  you  to  support  federal  waivers  for  Connecticut  and  other  states. 

I  would   be  happy   tc  answer  any  questions  ycu  may  tiave.   Thank  you. 
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Mr.  Donnelly.  Thank  you. 

Janet  Spegele,  vice  president  of  Connecticut  Business  and  Indus- 
try Association. 

STATEMENT  OF  JANET  C.  SPEGELE,  VICE  PRESIDENT, 
CONNECTICUT  BUSINESS  AND  INDUSTRY  ASSOCIATION 

Ms.  Spegele.  Thank  you,  Representative  Donnelly,  Representa- 
tives Johnson  and  Kennelly,  and  other  members  of  the  Ways  and 
Means  Subcommittee  on  Health.  Thank  you  very  much  for  inviting 
me  to  speak  today  at  this  special  field  hearing  on  health  care 
access. 

I  am  sorry.  You  are  probably  aware  that  this  is  not  a  totally  ho- 
mogenous panel,  unlike  some  of  the  others,  and  I  do  not  know  if  all 
of  my  people  are  here  to  give  me  applause  when  I  am  finished,  but 
thank  you  for  having  me  included  on  this  panel  today. 

Access  to  health  care  is  indeed  a  problem,  and  for  Connecticut 
businesses  as  for  other  consumers  of  health  care,  the  major  impedi- 
ment to  access  is  cost.  Every  year,  CBIA  does  conduct  a  survey  of 
its  membership  to  identify  areas  of  special  concern  to  employers.  In 
this  year's  survey,  as  in  every  previous  survey,  the  overwhelming 
majority  of  employers  report  that  they  do  provide  health  insurance 
coverage  to  employees,  and  in  this  year's  survey,  that  showed  to  be 
97  percent  of  our  membership  responding  to  the  survey  do  now  pro- 
vide health  insurance  to  their  employees. 

But  the  cost  of  this  coverage  has  increased  at  startling  rates  over 
the  last  year.  When  I  was  looking  at  the  survey,  I  was  surprised  to 
find  that  the  statistics  given  in  Chairman  Stark's  press  release  of 
20  to  40  percent  were  indeed  very  close  to  our  survey  results  with  a 
fifth  of  our  members  responding  that  their  health  insurance  rates 
rose  as  high  as  40  percent  over  the  last  year. 

With  costs  of  this  magnitude,  it  is  no  surprise  to  find  from  this 
membership  survey  that  employee  health  insurance  costs  are  the 
number  one  cost  concern  for  Connecticut  businesses.  They  are  out- 
pacing taxes.  They  are  out-pacing  workers  compensation  and  every 
other  cost  of  doing  business  in  this  State. 

Faced  with  these  escalating  costs,  employers  have  been  com- 
pelled to  find  ways  to  slow  the  increases  or  jeopardize  their  ability 
to  compete  nationally  and  internationally.  And  employers  are  re- 
sponding a  number  of  ways.  They  are  instituting  managed  care  ele- 
ments which  you  have  heard  something  about  today  in  an  earlier 
panel.  They  are  changing  health  care  designs  to  introduce  things 
like  flexible  benefit  plans.  And  they  are  asking  employees  to  share 
the  cost  of  coverage. 

Again,  in  our  survey,  over  50  percent  of  employers  reported  that 
they  had  initiated  or  that  they  have  increased  employee  contribu- 
tions to  health  insurance  coverage  over  the  last  year. 

On  the  one  hand,  employees  who  have  a  stake  in  paying  for  their 
health  care  are  hopefully  going  to  be  more  efficient  in  using  that 
care.  In  the  long  run,  more  efficient  utilization  hopefully  will  stabi- 
lize the  cost  of  medical  care  or  help  to  stabilize  the  cost  of  medical 
care  and  medical  insurance. 

On  the  other  hand,  employees  who  are  asked  to  share  in  the 
costs  of  medical  insurance  may  choose  to  do  without  insurance 
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rather  than  contribute.  I  can  only  wonder  at  times  how  many  of 
the  numbers  of  the  medically  uninsured  who  are  employed  or  de- 
pendents of  employed  have  been  offered  insurance  on  a  cost-shar- 
ing basis  through  an  employee  plan,  through  an  employer  plan,  but 
have  chosen  not  to  contribute  to  the  cost  because  they  have  not 
been  able  to  afford  to  do  so. 

Just  as  individuals  cannot  afford  the  cost  of  coverage,  certain 
employers  simply  cannot  afford  the  costs  either.  And  what  we  have 
with  this  cost  problem  is  a  real  deterring  of  the  expansion  of  em- 
ployee health  insurance  coverage  in  the  private  sector  as  a  result 
of  the  cost. 

The  problem  is  one  that  we  are  all  aware  of  and  well  known. 
Still  elusive  is  the  solution  to  the  problem.  We  believe,  however, 
that  there  are  constructive  steps  that  can  be  taken,  and  that  the 
Federal  and  State  government  working  with  the  private  sector  can 
move  toward  the  solution. 

I  am  not  going  to  go  into  what  we  are  very  hopeful  about,  which 
is  the  recommendations  that  came  out  of  the  Blue  Ribbon  Commis- 
sion on  State  health  insurance  that  did  recommend  a — that  does 
represent  a  multifaceted  approach  to  expanding  not  only  access  to 
health  insurance  but  access  to  health  care  in  the  State.  But  some 
of  those  approaches  are  not  insurance  driven;  they  have  to  do  with 
better  support  or  more  extensive  support  of  community  health  cen- 
ters which  we  feel  are  very  major  delivery  systems  that  really 
gives  care  at  the  point  that  it  is  most  needed. 

Our  greatest  hope  is  focused  in  the  health  insurance  reform  as- 
pects because  as  CBIA  does  represent  a  large  number  of  employers 
but  most  of  them  are  small  employers  and  for  those  small  employ- 
ers that  have  been  faced  with  very  erratic  measures  in  the  health 
insurance  market,  we  are  hoping  that  those  health-insurance  re- 
forms will  make  a  difference. 

There  are  other  constructive  steps,  and  we  feel  that  the  Govern- 
ment has  a  role  to  play,  not  only  in  trying  to  come  up  with  tax 
incentives  to  encourage  small  businesses  to  provide  health  insur- 
ance benefits,  but  also  to  fully  fund  the  program,  the  entitlement 
programs  that  have  been  instituted  at  the  Federal  and  State  level, 
both  Medicare  and  Medicaid. 

I  know  there  has  been  some  debate  about  whether  there  is  ade- 
quate funding  on  the  Medicare  level.  We  could  probe  that  further 
in  questions.  We  do  have  some  experience  in  having  tracked  some 
of  the  hospital  regulation  process  here  in  the  State  of  Connecticut 
where  we  tried  to  stop  cost  shifting  and  it  really  did  exert  an  in- 
credible pressure  on  the  hospitals  in  this  State.  And  right  now,  we 
have  a  hospital  regulation  system  that  allows  the  cost  shifting  be- 
cause of  the  hospitals'  belief  and  to  some  extent  we  are  persuaded 
that  the  reimbursement  levels  have  not  necessarily  been  adequate. 

In  addition  to  the  funding  levels,  we  are  really  talking  about  eli- 
gibility with  Medicaid  as  well  and  the  expansion  of  the  eligibility 
to  draw  in  more  people.  It  has  been  estimated  that  if  Medicaid 
were  expanded  to  include  individuals  at  200  percent  of  the  poverty 
level,  the  expansion  would  reduce  the  number  of  uninsured  individ- 
uals by  two-thirds.  So  that  alone  could  make  a  major  difference  in 
terms  of  affecting  the  rate  of  uninsureds. 
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Finally,  among  the  steps  that  can  be  taken  are  ones  that  have  to 
do  with  product  design  and  development.  We  are  very  much  advo- 
cates of  a  managed  care  approach.  We  feel  it  can  work.  It  has 
worked  within  the  private  sector,  and  it  has  got  to  be  given  a 
chance  to  really  work,  and  I  would  like  to  add  my  comments  to 
those  of  other  speakers  on  the  previous  panel  who  have  been  con- 
cerned about  the  regulations  that  might  cripple  or  be  disincentives 
to  the  real  expansion  of  managed  care  alternatives.  I  would  add  to 
the  product  development  approach  the  approach  that  we  do  not 
have  in  this  State,  but  we  would  certainly,  I  think,  benefit  from  it, 
which  is  the  ability  to  be  providing  lower  cost  health  insurance 
products  by  eliminating  or  reducing  some  of  those  very  costly  man- 
dates that  are  required  by  State — by  our  State  here. 

My  bell  has  rung.  So  I  will  stop  and  will  accept  your  questions. 

Thank  you. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  JANET  C.  SPEGELE 
VICE  PRESIDENT 
CONNECTICUT  BUSINESS  AND  INDUSTRY  ASSOCIATION 
370  ASYLUM  STREET 


Chairman  Stark,  Reps.  Kennelly  and  Johnson,  and  members  of  the 
Ways  and  Means  Subcommittee  on  Health,  thank  you  for  inviting  me  to 
speak  today  at  this  special  field  hearing  on  Access  to  Health 
Insurance. 

My  name  is  Janet  Spegele.  I  am  a  vice  president  for  the 
Connecticut  Business  and  Industry  Association  (CBIA) .  CBIA 
represents  approximately  7,000  firms,  which  employ  over  700,000 
women  and  men  in  Connecticut.  Our  membership  includes  firms  of  all 
sizes  and  types;  however,  the  vast  majority  are  small  businesses 
with  fewer  than  100  employees. 

Access  to  health  insurance  is  indeed  a  problem.  And  for 
Connecticut  businesses,  as  for  other  consumers  of  health  insurance, 
the  major  impediment  to  access  is  cost.  Every  year,  CBIA  conducts 
a  survey  of  its  membership  to  identify  areas  of  special  concern  to 
employers.  In  this  year's  survey  -  as  in  our  previous  surveys  - 
the  overwhelming  majority  of  employers  report  that  they  provide 
health  insurance  coverage  for  employees  (97  percent) .  But  the  cost 
of  this  coverage  has  increased  at  startling  rates  over  last  year: 

o        70    percent    of    employers    report   that    the    cost    of  health 
insurance  rose  more  than  20  percent;  and 

o        20   percent   of   employers   report   increases  of  more  than  40 
percent. 

But  even  more  significant  than  the  rate  of  increase,  is  the 
proportion  of  dollars  spent  on  employee  health-insurance  coverage. 
One  major  Connecticut  manufacturer  has  done  an  analysis  of  health- 
insurance  spending  in  relation  to  employee  wages  over  the  last  10 
years.  He  found  that  whereas  10  years  ago  employee  health- 
insurance  costs  represented  18  percent  of  the  average  hourly  wage 
paid  to  the  company's  employees,  today  his  company's  health 
insurance  costs  r&present  30  percent  of  the  average  hourly  wage. 

This  30  percent  add-on  to  wages  must  be  factored  into  any 
decision  concerning  whether  or  not  to  expand  the  workforce  and 
whether  or  not  to  reduce  the  workforce. 

With  costs  of  this  magnitude,  it's  no  surprise  to  find  from 
CBIA's  membership  survey  that  employee  health-insurance  costs  are 
the  number-one  cost  concern  for  Connecticut  businesses,  outpacing 
even  business  taxes.  Faced  with  these  escalating  costs,  employers 
have  been  compelled  to  find  ways  to  slow  the  increases  or 
jeopardize  their  ability  to  compete  nationally  and  internationally. 

And  employers  are  responding  in  a  nxmber  of  ways:  They're 
instituting  managed  care  elements  into  their  insurance  plans  for 
more  efficient  utilization  of  services;  they're  changing  health- 
care plan  designs,  such  as  HMOs  and  flexible  benefit  plans;  and 
they're  asking  employees  to  share  the  costs  of  coverage.  (Over  50 
percent  of  employers  report  having  initiated  or  increased 
employees'  contributions  for  health  insurance  coverage  over  the 
last  year.) 

On  the  one  hand,  employees  who  have  a  stake  in  paying  for 
their  health  care  are  likely  to  be  more  efficient  users  of  this 
care.  And  in  the  long  run,  more  efficient  utilization  could  help 
stabilize  the  costs  of  medical  care  and  medical  insurance.  On  the 
other  hand,  employees  who  are  asked  to  share  in  the  costs  of  their 
medical  insurance  may  choose  to  do  without  insurance  rather  than 
contribute.  I  can't  help  but  wonder  how  many  among  the  numbers  of 
the  medically  uninsured  who  are  employed  or  dependents  of  employed 
have  been  offered  insurance  on  a  cost-sharing  basis  through  an 
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employer  but  have  chosen  not  to  contribute  to  the  costs. 

Just  as  sone  individuals  can't  afford  the  costs,  some 
employers  simply  can't  afford  to  provide  employee  health  insurance 
coverage.  Thus,  the  high  cost  of  insurance  is  deterring  the 
expansion  of  employee  health  insurance  coverage  in  the  private 
sector . 

But  while  the  problem  of  access  to  health  insurance  is  well 
known,  still  illusive  is  the  solution  to  the  problem.  We  believe, 
however,  that  there  are  constructive  steps  that  can  be  taken  by  the 
federal  and  state  governments  and  by  the  private  sector  that  move 
toward  a  solution. 

Insurance  underwriting  reforms 

One  significant  approach  is  the  health-insurance  underwriting 
reforms  for  the  small-business  market  enacted  in  1990  by  the 
Connecticut  General  Assembly. 

Of  the  working  uninsured,  the  largest  proportion  is  employed 

by  small  businesses.  Small  businesses  are  the  least  likely  to  be 
able  to  afford  health  insurance  for  their  employees.  But  they  are 
also  the  most  likely  to  be  confronted  with  difficulties  in 
obtaining  coverage,  with  prohibitively  high  initial  premiums  and 
renewal  rates,   and  with  the  risk  of  discontinuance  of  coverage. 

Connecticut's  new  underwriting  reforms  are  aimed  at 
guaranteeing  coverage  for  small  employers  and  stabilizing  prices. 
These  reforms  have  been  strongly  supported  by  Connecticut's 
business  conmunity,  and  we  are  very  hopeful  that  they  will  expand 
access  to  health  insurance  to  more  small  businesses  and  thus  to  the 
many  individuals  working  for  these  employers. 


Government  programs 

Congress  should  offer  tax  incentives  to  encourage  small 
businesses  to  provide  health-insurance  benefits  for  their 
employees . 

At  the  same  time,  both  federal  and  state  governments  must  live 
up  to  their  responsibilities  and  adequately  fund  the  Medicare  and 
Medicaid  programs.  The  narrow  eligibility  criteria  for  federal  and 
state  health  insurance  programs  has  left  a  significant  portion  of 
individuals  who  are  at  or  near  the  poverty  level  outside  the 
Medicaid  system.  It  has  been  estimated  that  if  Medicaid  were 
expanded  to  include  individuals  at  200  percent  of  the  poverty 
level,  the  expansion  would  reduce  the  number  of  uninsured 
individuals  by  two-thirds. 

In  addition,  the  federal  and  state  funding  that  is  available 
is  not  keeping  pace  with  rising  health-care  costs.  Medicare  and 
Medicaid  reimbursements  fall  short  of  the  full  cost  of  medical 
care.  To  cover  the  shortfalls,  hospitals  and  doctors  are  passing 
on  the  loss  to  private  patients  and  therefore  to  employer-funded 
health  insurance. 

Thus,  employers  are  not  only  paying  the  costs  of  medical  care 
for  their  employees  and  employee  dependents,  but  they  are  funding 
the  deficits  created  by  inadequate  Medicare  and  Medicaid 
reimbursements . 

Adequate  funding  means  providing  reimbursements  to  cover  the 
costs  of  care  for  those  currently  eligible  for  these  programs  and 
expanding  eligibility  to  cover  those  who  are  at  or  near  the  poverty 
level  (e.g.  at  200  percent  of  the  poverty  level).  Adequate 
government  funding  would  eliminate  or  significantly  reduce  the 
private-sector  subsidy  of  government  shortfalls  and  make  private 
insurance  more  affordable  for  employers  and  employees. 


120 


required  to  be  covered  by  all  group  health  insurance  sold  in  the 
state.  But  requiring  insurance  policies  to  provide  numerous 
coverages  also  serves  to  price  health  insurance  right  out  of  the 
narket  for  nany  employers  and  employees.  On  the  other  hand,  basic 
health-benefit  packages  can  be  provided  at  significant  cost- 
savings  . 

State  and  federal  governments  must  be  open  to  the  potential 
for  expanding  access  to  health  insurance  offered  by  flexible 
medical-benefit  packages.  A  number  of  states  (e.g.,  Virginia, 
Missouri,  Washington,  Florida)  have  already  waived  benefit  mandates 
to  allow  insurers  to  develop  and  market  basic-coverage,  affordable 
products . 

In  addition,  managed  care  programs,  utilizing  a  network  of 
selected  health-care  providers,  have  proven  to  result  in 
significant  cost  savings  without  sacrificing  quality  of  care.  Yet, 
too  often  efforts  to  develop  managed-care  and  other  cost- 
containment  programs  have  been  impeded  by  government  prohibitions 
and  regulations. 

Rather  than  impeding  creative  cost-containment  approaches, 
government's  role  should  be  to  assure  that  regulation  and 
incentives  are  balanced  to  encourage  affordable  insurance  plans  and 
managed-care  systems. 

There  is  no  single  answer  to  the  complex  problem  of  how  best 
to  expand  access  to  health  insurance  coverage.  But  taking  steps  to 
make  coverage  more  affordable  will  go  a  long  way  to  making  it  more 
available. 

Thank  you. 
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Chairman  Stark.  I  want  to  thank  the  panel.  I  just  interrupt  here 
for  a  minute  to  apologize  to  this  panel  and  to  the  remaining  panel. 

Through  deregulation  of  the  airlines,  it  will  be  impossible  for  us 
to  make  it  back  to  Washington  unless  we  leave  in  about  the  next 
10  minutes  and  turn  the  gavel  over  to  Mrs.  Kennelly  and  Mrs. 
Johnson,  who  are  going  to  stay  here  and  finish  it.  I  just  wanted  to 
apologize  for  having  to  move  along.  It  is  largely  because  the  chair- 
man was  so  long-winded  that  the  rest  of  you  did  not  get  a  chance  to 
get  interrogated,  but  I  thank  this  panel,  and  I  find  it  particularly 
refreshing  to  see  Ms.  Spegele,  Mr.  Rome,  Mr.  Brown,  all  who  may 
represent  somewhat  different  constituencies.  I  think  we  all  recog- 
nize the  problems  we  face,  we  are  not  going  to  solve  them,  till 
somehow  we  can  get  a  coalition. 

Somewhere  in  some  room,  we  are  going  to  have  to  get  half  of  the 
people  plus  one  to  pick  a  program  and  go  with  it,  even — unlike  my 
friends  in  Florida  last  week,  who  could  not  get  that  one  vote,  it  was 
8  to  8.  Until  then  we  have  got  a  political  problem.  I  appreciate  the 
work  you  are  doing,  in  spite  of  the  fact  that  I  might  do  it  different- 
ly. I  am  not  writing  the  plan  for  Connecticut.  I  think  it  is  creative 
when  States  are  willing  to  work  together  and  face  this  problem, 
and  you  are  going  to  help  us  do  it. 

I  am  out  of  order  here,  but  I  just  wanted  to  say  before  I  have  to 
run  off  and  turn  this  over  to  our  two  Connecticut  representatives. 

Mrs.  Kennelly.  I  am  sorry.  Mrs.  Johnson,  did  you  want  to  inquire 
at  this  point? 

Mrs.  Johnson.  Actually,  I  am  not  going  to  inquire  in  hopes  that 
we  will  be  able  to  get  on  to  the  legislators  before  some  of  the  mem- 
bers have  to  leave,  but  I  do  want  to  just  make  one  small  comment. 

It  is  impressive  the  amount  of  consensus  that  is  building  in  our 
society.  All  of  your  testimony  has  spoken  to  the  Connecticut  plan, 
which  is  a  core  benefits  plan.  The  AFL-CIO  recognition  that  it  is 
the  core  benefits  that  we  ought  to  guarantee  and  above  that  have 
an  opportunity  for  collective  bargaining  to  deal  with  a  portion  of 
the  problem,  and,  so,  and  I  personally  feel  very  strongly  about 
guaranteeing  universal  access  to  a  core  benefit  plan,  but  I  would 
ask  your  further  consideration  and  later  discussion  with  me  about 
two  things. 

First  of  all,  if  we  move  toward  that,  the  AFL-CIO  testimony  does 
recognize  the  need  if  we  are  going  to  work  within  practice  guide- 
lines, if  we  are  going  to  avoid  unnecessary  tests  and  so  on,  to  revis- 
it the  issue  of  malpractice  reform,  both  process  reform  and  the  li- 
ability structure  within  which  we  practice  medicine. 

No  other  nation  practices  medicine  under  the  legal  constraints 
that  we  do.  Not  Canada,  not  England.  You  know,  you  cannot  bring 
suits  there  with  collateral  fees.  I  mean  it  is  just  a  radically  differ- 
ent system,  and  we  need  to  look  at  the  relationship  between  prac- 
ticing under  guidelines  and  within  a  discipline  that  pushes  out  un- 
necessary testing  and  liability  exposure,  and,  last,  I  am  particular- 
ly interested  in  the  AFL-CIO's  interest  in  caps. 

It  is  a  very  realistic  matter  to  discuss,  but  we  do,  after  all.  have 
three  cap  systems  in  place,  and  they  are  not  doing  very  well.  We 
capped  the  VA  systems,  its  bottom  line  costs,  and  we  have  really 
eroded  access  and  quality.  We  capped  the  Medicaid  remiburse- 
ments  and  we  have  dramatically  eroded  access  and  quality,  and.  so. 
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I  think  that  if  we  are  going  to  go  that  direction,  we  have  the  re- 
sponsibility to  build  into  the  system  some  way  to  assure  that  the 
caps  will  be  realistic,  that  the  reimbursement  rates  will  not  fall 
prey  to  what  every  reimbursement  rate  structure  has  fallen  prey 
to,  and  that  is  people's  unwillingness  to  pay  taxes. 

So  while  all  those  polls  show  everybody  wants  it,  the  polls  also 
show  nobody  is  willing  to  pay  for  it.  So  I  think  in  all  fairness  to 
ourselves,  we  need  to  look  at  how  we  are  going  to  bind  ourselves  to 
put  the  money  in,  and  I  for  one  know  we  are  going  to  have  to  put 
more  money  in,  and  I  support  putting  more  money  in,  but  I  think 
reliance  on  us  to  rationally  reimburse  is  to  hold  out  false  hope  for 
the  future. 

So  with  those  comments  to  my  concerns  and  my  response  to  your 
testimony,  let  me  pass  the  microphone  to  my  colleague. 

Mrs.  Kennelly.  I  just  would  ask  Mr.  Rome  if  he  could  share 
with  us  the  basic  differences  between  the  Canadian  plan  and  our 
system  and,  further,  how  you  would  pay  for  the  system  as  de- 
scribed in  your  testimony. 

Mr.  Rome.  We  can  certainly  provide  that. 

Mrs.  Kennelly.  And  then  I  will  have  it  inserted  in  the  full 
record. 
Mr.  Rome.  OK. 
[The  information  follows:] 
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Ways  and  Means  Committee  Questions  for  Ethan  Rome 


What  are  the  basic  differences  between  the  Canadian  and  the  U.S.  health  care  systems? 

While  there  are  a  number  of  similarities  between  the  two  countries,  there  arc  several  key 
differences.  First  and  foremost,  the  Canadian  health  is  operated  under  a  set  of  mandatory, 
minimum  requirements  that  must  be  followed  by  each  province.  Under  those  rcquircmcnls, 
the  health  care  system  must  be  publicly  administered,  comprehensive,  universal,  portable  and 
accessible.  In  this  regard,  it  is  unlike  the  United  States  --  which  lacks  a  national,  uniform, 
basic  policy  on  health  care. 

The  second  major  difference  between  the  United  States  and  Canada  is  that  our  system 
contains  over  1,500  different  insurers  --  commercial  insurance  companies,  Blue  Cross/Blue 
Shield  plans,  federal  and  state  plans,  and  self-insured  firms  --  in  addition  to  one  of  the  highest 
level  of  direct  out-of-pocket  payments  in  the  world.  In  Canada,  each  province  acts  as  the 
single  insurer  and  single  reimburser  to  providers  -  the  so-called  single-payer  system  -  for 
covered  services.  (Private  insurance  is  available  to  supplement  the  benefits  provided  through 
the  provincially-administered  plan.)  In  the  United  States  in  1989.  42  percent  of  total  health 
expenditures  were  public  health  expenditures.  In  Canada,  75  percent  of  total  health 
expenditures  flowed  through  public  programs.  (The  OECD  mean  in  that  year  was  78 
percent). 

A  third  major  difference  between  the  United  States  and  Canada  is  that  the  United  States  - 
unlike  virtually  every  other  industrialized  country  -  fails  to  set  overall  expenditure  limits,  fails 
to  incorporate  a  uniform  reimbursement  system  for  physicians,  and  fails  to  set  global  budgets 
for  hospitals  and  other  institutions.  In  Canada,  those  measures  are  incorporated  into  the 
system,  although  some  would  argue  that  the  fee-for-service  schedules  for  physicians  and  other 
independent  providers  could  be  improved. 

Through  the  single-payer  system  and  the  above-listed  cost  controls,  Canada  has  been  able  to 
effect  the  real  growth  of  health  care  spending  and  maintain  expenditures  as  a  fairly  constant 
percentage  of  GDP.  They  have  been  able  to  allocate  their  resources  more  efficiently.  And 
they  have  been  able  to  avoid  the  multi-tier  system  of  care  found  in  the  United  States  which 
determines  health  care  access  on  the  basis  of  income,  age,  race,  and  health  status.  As  a 
result,  per  capita  spending  in  Canada  in  1989  was  $1,683  compared  with  $2,354  in  the  United 
States;  spending  as  a  percentage  of  GNP  in  Canada  was  8.7%,  11.8%  in  the  United  Slates. 
And,  their  record  on  infant  mortality,  child  mortality  and  life  expectancy  (as  well  as  citizen 
satisfaction)  was  better  than  ours. 

Much  has  been  made  of  the  charges  that  the  Canadian  system,  unlike  that  of  our  country, 
rations  care.  Obviously,  only  a  few  could  dare  to  claim  that  care  is  not  rationed  in  the 
United  States  -  it  is  done  so  daily  on  the  basis  of  insurance  status,  income,  geographic 
location,  and  even  health  status.  In  fact,  unlike  the  Canadian  system  where  the  number  of 
persons  waiting  for  specialized  procedures  is  known,  we  cannot  even  begin  to  put  a  definite 
figure  on  the  number  of  Americans  who  need  coronary  bypasses  or  bone  marrow  transplants 
because  many  of  those  people  have  been  shut  out  of  our  health  care  SN-slem  altogether. 

The  Canadian  system  does  ration  care  but  does  so  based  on  medical  need  as  determined  by 
physicians.  While  the  evidence  is  that  there  are  minimal  waits  for  emergency  or  primar>'  care. 
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there  are  waits  for  some  specialized  procedures  which  are  "urgent"  or  "elective"  in  nature. 
Some  of  those  waits  are  due  to  a  Canadian  decision  to  concentrate  dangerous  or  highly 
specialized  procedures  in  "centers  of  excellence"  —  making  a  sound  medical  decision  that 
patients  have  better  outcomes  in  facilities  where  physicians  and  other  providers  perform  more 
of  those  procedures  and  thus  have  improved  expertise.  Some  of  those  waits  are  due  to  a 
Canadian  decision  to  limit  the  number  of  "centers  of  excellence"  or  the  level  of  technology. 
This  would  likely  not  be  a  decision  that  the  United  States  would  make  but,  with  a  health  care 
budget  40  percent  greater  than  Canada's,  we  could  easily  provide  enough  technology  under 
a  single-payer  system  to  avoid  those  waiting  lines. 

Financial  obstacles  to  care  -  the  insecurity  of  knowing  that  an  illness  or  accident  could  cause 
financial  hardship  or  bankruptcy  ~  are  also  missing  from  the  Canadian  system  unlike  the 
American  system.  Premiums,  copayments,  deductibles  and  balance  billing  are  virtually  gone 
from  the  Canadian  system.  In  the  United  States,  cost-sharing  requirements  are  on  the  rise. 

The  Canadian  system  ~  which  offers  its  residents  full  freedom  to  choose  their  own  physicians, 
hospitals  and  other  providers  -  is,  unfortunately,  increasingly  different  from  the  United  States 
in  that  respect.  Many  employer-based  health  care  plans  restrict  individual  choice  either 
directly  or  through  financial  penalties  for  those  who  choose  to  go  to  providers  outside  an 
HMO  or  other  managed  care  system. 

The  Canadian  system  also  differs  from  the  United  States  in  its  emphasis  on  research  and 
commitment  to  ensuring  rapid  dissemination  of  high-tech  equipment  (although,  as  the  United 
States'  health  budget  is  further  strained,  we  can  expect  a  strain  on  research  budgets  at  the 
same  time  that  the  Canadians  are  pioneering  new  medical  technologies  such  as  lung 
transplants.)  While  some  would  argue  that  we  are  overcommitted  to  high-tech  medicine  ~ 
both  because  of  the  lack  of  emphasis  on  preventive  and  primary  care,  because  of  the  cost  of 
unnecessary  duplication,  and  because  of  the  history  of  massive  purchases  of  equipment  that 
turn  out  to  be  outdated  or  relatively  ineffective,  an  American  single-payer  system  should  be 
expected  to  include  more  funding  for  both  research  and  technology. 

The  Canadian  system  differs  in  the  relative  absence  of  managed  care  facilities.  While  HMOs 
and  other  managed  care  systems  have  had  uneven  records  of  performance  in  the  United 
States,  we  would  expect  that  an  American  system  would  include  them  as  an  option. 

Finally,  I  want  to  point  out  that  both  the  Canadian  and  the  U.S.  health  care  systems  suffer 
from  a  lack  of  consumer  participation  in  the  decision-making  process.  The  bill  that  we  are 
supporting  ~  H.R.  1300  ~  would  create  a  democratic  decision-making  process  that  both 
countries  should  incorporate. 

How  would  you  pay  for  a  national  health  care  system? 

We  believe  in  progressive  financing  for  a  national  health  care  system.  We  also  believe  that, 
by  eliminating  administrative  waste  and  unnecessary  procedures,  it  can  be  done  at  a  reduced 
cost.  Instead  of  requiring  that  businesses,  individuals  and  families  pay  insurance  premiums, 
copayments  and  deductibles,  and  out-of-pocket  costs,  each  sector  should  contribute  fairly  to 
a  national  Trust  Fund.  We  believe  that  the  financing  provisions  of  the  Russo  bill,  H.R.  1300, 
constitute  a  reasonable  and  equitable  financing  mechanism.  Those  provisions  include  a  new 
6%  payroll  tax  (in  addition  to  the  current  1.45%  HI  tax)  and  some  increases  in  the  corporate 
income  tax  for  employers,  progressive  income  tax  increases  to  individuals,  the  current  1.45% 
HI  tax  paid  by  workers,  a  monthly  payment  by  senior  citizens,  and  maintenance  of  effort 
provisions  for  state  and  federal  governments. 
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Chairman  Stark.  Mr.  Donnelly. 

Mr.  Donnelly.  Let  me  just — we  have  to  go  to  the  airport,  but  I 
think  the  single  largest  and  most  important  domestic  policy  issue 
in  the  1990s  is  going  to  be  health  care,  the  access  to,  the  delivery 
system  and  the  cost  of,  and  I  just  want  to  thank  your  two  repre- 
sentatives for  bringing  us  here  so  that  we  could  hear  from  the  Con- 
necticut people  about  your  experience. 

We  have  had  one  in  Massachusetts.  We  attempted  to  do  univer- 
sal health  care  and  frankly  it  has  not  worked  out  too  well,  but  we 
need  to  put  those  little  pieces  together  and  come  up  with  some  sort 
of  comprehensive  system  because  it  is  a  problem  not  only  that  will 
not  go  away,  but  I  do  not  think  the  American  people  will  let  it  go 
away  because  they  are  not  going  to  allow  millions  of  average 
Americans  not  to  have  access  to  a  health  care  system  when  it  de- 
livers the  best  system  in  the  world  in  terms  of  care  of  people.  The 
problem  is  affordability.  It's  also  access.  Half  of  that  is  our  respon- 
sibility, and  appreciate  you  having  us  down  here.  Appreciate  it 
very  much. 

Chairman  Stark.  I  just  want  to  thank  the  panel  very  much. 
Thank  you.  [Applause.] 

Mrs.  Johnson.  It  would  be  helpful  because  actually  I,  too,  am 
leaving  for  the  plane,  but  being  more  familiar  with  the  territory,  I 
feel  comfortable  leaving  quite  a  bit  later  than  the  major  group 
needs  to  leave.  So  if  we  could  get  started  and  the  legislators  are 
John  Larson,  Cynthia  Matthews,  Joe  Courtney,  and  Sally  Bolster, 
if  you  could  sit  down  and  let  us  get  started. 

I  do  not  see  John  Larson.  OK.  John,  as  president  pro  tem  of  the 
State  Senate,  would  you  please  start? 

Mrs.  Kennelly.  I  would  like  to  make  a  comment.  Mr.  Donnelly 
from  Massachusetts,  as  he  was  leaving,  said  if  I  were  you,  I  would 
not  be  leaving  either  in  a  reapportionment  year  if  my  president 
pro  tem  was  coming. 

STATEMENT  OF  HON.  JOHN  B.  LARSON,  PRESIDENT  PRO 
TEMPORE,  CONNECTICUT  STATE  SENATE 

Mr.  Larson.  Yes,  I  am  sure  Bill  Bolger  would  have  a  conversa- 
tion with  him  when  I  get  up  to  Massachusetts  as  well. 
Thank  you,  Nancy  and  Barbara. 

I  certainly  would  like  to  welcome  Congressman  Pete  Stark  of 
California  and  the  other  members  of  the  Ways  and  Means  Subcom- 
mittee on  Health  in  the  U.S.  House  of  Representatives  to  Connecti- 
cut today,  and  I  am  especially  happy  that  we  are  able  to  testify  as 
a  panel  before  two  distinguished  Congresswomen  from  the  State  of 
Connecticut. 

Not  too  long  ago,  I  had  the  opportunity  to  speak  at  the  Universi- 
ty of  Connecticut  with  Congresswoman  Johnson,  and  certainly 
being  here  in  the  First  Congressional  District  with  our  illustrious 
and  dedicated  Congresswoman  Barbara  Kennelly  is  always  indeed 
1     an  honor. 

We  are  fortunate  as  well  that  she  has  not  only  distmguished  her- 
self on  the  State  level  but  nationally,  and  certainly  all  of  us  m  the 
events  in  the  last  several  days  stand  by  on  a  moment-to-moment 
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basis  viewing  the  TV  and  want  to  laud  her  for  her  courageous  trip 
to  Israel  and  Saudi  Arabia. 

In  many  respects,  it  is  like  speaking  to  the  choir,  and  I  know 
that  you  have  prepared  testimony  from  us,  and,  so,  suffice  it  to  say 
and  to  expedite  matters  and  knowing  the  time  constraints  that  you 
are  facing  as  well,  I  will  try  to  summarize  the  remarks  that  we 
have  in  front  of  us. 

Needless  to  say,  again  I  would  indicate  that  it  is  like  preaching 
to  a  choir  here  because  I  know  how  familiar  both  of  you  are  with 
the  circumstances  faced  here  in  the  State  of  Connecticut. 

We  are  seated  today  in  what  is  the  old  gallery  of  the  initial  State 
Senate  here  in  our  State  House.  Connecticut  is,  however,  a  State  of 
contrast.  We  are  conducting  this  hearing  in  the  city  of  Hartford, 
the  fourth  poorest  city  in  America.  We  are  conducting  this  hearing 
in  the  insurance  capital  of  the  world,  and  there  are  272,000  people 
in  the  State  of  Connecticut  that  have  no  form  of  insurance  whatso- 
ever. 

And  we  also  note  now  and  I  state  later  on  in  my  testimony  that 
there  is  an  infant  mortality  rate  in  the  city  of  New  Haven  that 
rivals  Third  World  countries.  Clearly,  when  we  find  ourselves  in 
the  position  of  being  the  wealthiest  State  in  the  Nation  per  capita, 
it  seems  that  these  problems  that  beset  us  should  be  within  our 
reach. 

The  committee  has  been  very  gracious  in  allowing  us  the  oppor- 
tunity to  come  before  it  and  express  our  concerns.  As  you  may 
know,  last  year,  Connecticut  adopted  one  of  the  most  comprehen- 
sive State  health  insurance  plans  in  the  Nation,  an  act  concerning 
the  recommendations  of  the  Blue  Ribbon  Commission  on  State 
health  insurance. 

Seated  with  me  today  at  the  panel  are  Senator  Matthews  and 
Representative  Courtney,  who  chaired  that  committee,  and  along 
with  Representative  Dillon,  are  extremely  knowledgeable  in  the 
specifics  of  the  bill. 

I  think  it  is  safe  to  say  that  much  like  President  Bush  has  said, 
that  States  continue  to  be  laboratories  for  democracy,  we  like  to 
think  that  the  State  of  Connecticut  has  led  the  way  in  this  field, 
and  much  like  the  way  the  Province  of  Saskatchewan  led  the  way 
for  other  provinces  within  the  state  of— within  the  nation  of 
Canada,  it  ultimately  led  to  their  national  health  policy. 

The  Connecticut  act  was  adopted  to  stem  the  State's  rising  tide 
of  uninsured  residents,  as  I  estimated  earlier,  some  272,000,  who 
currently  have  both  problems  with  accessibility  and  availability  of 
health  care  insurance. 

Far-reaching  legislation  was  a  result  of  hard  work  and  careful 
deliberation  undertaken  by  a  cross  section  of  individuals,  most  of 
whom  you  have  already  heard  from  this  morning.  This  landmark 
measure  aids  specifically  in  the  creation  of  more  affordable  insur- 
ance for  small  companies  with  25  employees  or  less  and  expands 
Medicaid  coverage  to  include  more  poor  children  and  pregnant 
women.  It  also  assists  small  businesses  by  including  a  number  of 
small  group  market  reforms  designed  to  increase  affordability  and 
accessibility  of  insurance  through  the  creation  of  a  reinsurance 
pool. 
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The  act  further  expands  the  capacity  of  already  estabhshed  com- 
munity health  centers  to  provide  the  basic  access  to  essential  and 
long-range  cost  saving  health  care  services  to  Connecticut's  unin- 
sured and  most  disadvantaged  residents. 

Funding  for  this  initiative  will  be  critical  to  our  on-going  care  for 
the  poor  and  those  with  limited  access  to  health  care  services.  I 
have  often  stressed  that  it  seems  as  though  we  approach  problems 
in  this  State  and  in  this  Nation  on  the  back  end,  much  in  the  fa- 
miliar manner  of  which  we  have  seen  what  used  to  be  the  old 
Fram  Oil  commercial,  where  we  are  not  willing  to  invest  a  small 
amount  of  money  on  the  front  end  and  end  up  having  to  pay  a  very 
vast  sum  of  money  to  solve  our  problems  on  the  back  end. 

It  seems  to  me  both  as  a  State  and  as  a  nation,  we  should  be 
more  concerned  preventatively  in  terms  of  placing  our  dollars.  For 
example,  we  know  that  every  dollar  that  we  invest  in  the  Head 
Start  program  saves  us  $6  down  the  road  in  remediation.  The  same 
has  got  to  be  true  in  the  case  of  prenatal  care  for  our  children.  We 
know  that  that  is  in  fact  the  case. 

The  overall  impact  of  this  initiative  cannot  yet  be  measured,  but 
considering  the  State  and  national  statistics,  it  is  easy  to  see  the 
magnitude  of  the  problem  we  and  Government  officials  are  trying 
to  address. 

According  to  a  recent  Hartford  current  editorial,  the  health  care 
for  children  must  not  wait.  State  health  officials  estimate  that 
close  to  73,000  women  and  children  in  Connecticut  cannot  afford 
commercial  insurance  but  have  too  much  money  to  qualify  for  wel- 
fare. About  17,600  of  them  have  no  health  insurance  and  the  rest 
do  not  have  what  they  need. 

Equally  staggering,  of  course,  is  what  I  have  mentioned  already, 
that  the  city  of  New  Haven  leads  the  Nation  in  infant  mortality, 
rivaling  many  Third  World  countries. 

Frankly,  and  I  had  the  opportunity  to  listen  to  some  of  the  previ- 
ous discussion,  I  think  what  is  needed  for  this  Nation  is  a  domestic 
Marshal  Plan,  and,  clearly,  if  we  have  the  will  in  this  Nation  as  we 
have  demonstrated  in  the  gulf,  to  keep  both  a  secure  and  free 
world,  then  we  must  as  well  have  the  will  to  address  the  major  do- 
mestic problems  that  we  face  in  this  Nation. 

Number  one  problem,  I  believe  I  heard  Mr.  Donnelly  say  it  in  his 
closing  remarks,  is  that  of  providing  universal  health  care  access  to 
all  of  our  citizens.  If  we  are  going  to  have  the  will  to  bail  out  sav- 
ings and  loans  associations  across  the  State — across  this  country, 
then  we  as  well  have  got  to  have  the  will  as  a  nation  to  address  the 
concerns  of  the  uninsured  and  the  underinsured. 

This  is  one  of  the  express  reasons  that  Connecticut  in  its  efforts 
to  provide  more  coverage  felt  that  it  was  incumbent  upon  our  part, 
as  you  heard  earlier,  to  work  with  small  businesses  in  extending 
benefits  to  their  workers. 

We  understood  the  interrelatedness  of  business  needs  coupled 
with  the  needs  of  the  working  poor,  and  we  can  all  agree  that  a 
well  cared  for  American  worker  is  the  backbone  of  a  productive  so- 
ciety. 

I  would  like  to  thank  again  both  Congresswomen  for  providint^  us 
the  opportunity.  I  am  sure  that  the  expert  and  specific  testimony 
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that  you  will  be  hearing  from  my  other  distinguished  colleagues  on 
the  panel  will  yet  be  more  illuminating  to  you. 

I  apologize  and  certainly  you,  I  am  sure,  can  understand  that  we 
have  two  legislative  management  meetings  going  on,  a  public  hear- 
ing on  ethics,  and  unfortunately  I  am  not  going  to  be  able  to  stay 
with  the  panel,  but  I  would  certainly  answer  any  questions  that 
you  might  have  at  this  juncture. 

[The  prepared  statement  follows:] 
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"Access  to  Health  Care" 
Testimony  of  Senator  John  B.  Larson 
President  Pro  Tempore 
Connecticut  General  Assembly 
Before  the  Subcommittee  on  Health 
Ways  and  Mean  Committee 

February  25,  1991 


Good  morning.  I  am  happy  to  join  and  welcome  Congressman  Peter 
Stark  of  California  and  other  members  of  the  Ways  and  Means 
Subcommittee  on  Health  of  the  U.S.  House  of  Representatives  to 
Connecticut  today.  I  am  especially  happy  to  testify  before  my  own 
Congressional  representative,  the  illustrious  and  dedicated 
Congresswoman  Barbara  Kennelly  from  the  1st  District  of  our  great 
state.  We  are  fortunate  that  she  has  not  only  distinguished 
herself  on  the  state  level,  but  nationally  and  most  recently 
internationally  with  her  courageous  trip  to  Israel  and  Saudi 
Arabia . 

Thank  you  all  for  giving  me  the  opportunity  to  speak  before  youi 
subcommittee  on  the  issue  of  access  to  health  care  and  the 
availability  of  health  insurance.  This  is  unequivocally  one  of  the 
most  important  issues  facing  our  state  and  our  nation —  and  one 
which  we  have  been  willing  to  tackle. 

As  you  may  know,  last  year  Connecticut  adopted  one  of  the  most 
comprehensive  state  health  insurance  plans  in  the  nation,  An  Act 
Concerning  The  Recommendations  of  the  Blue  Ribbon  on  State  Health 
Insurance.  This  act  was  adopted  to  stem  the  state's  rising  tide 
of  uninsured  residents  (estimated  to  be  approximately  272,000)  who 
currently  have  problems  with  both  accessibility  and  availability 
of  health  care  and  health  insurance. 

This  far-reaching  legislation  was  a  result  of  hard  work  and  careful 
deliberation  undertaken  by  a  cross-section  of  individuals  ranging 
from  health  care  and  family  advocates  to  business  and  labor 
representatives,  along  with  many  other  interested  parties  who 
continue  to  recognize  the  strong  need  to  provide  quality  health 
care  for  all  of  our  citizens. 

This  landmark  measure  aids  specifically  in  the  creation  of  more 
affordable  insurance  for  small  companies  with  25  employees  or  less 
and  expands  medicaid  coverage  to  include  more  poor  children  and 
pregnant  women.  It  also  assists  small  businesses  by  including  a 
number  of  small  group  market  reforms  designed  to  increase 
af fordability  and  accessibility  of  insurance  through  the  creation 
of  a  reinsurance  pool. 

The    act    further    expands    the    capacity    of    already  established 
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community  health  centers  to  provide  basic  access  to  essential  and 
long-range  cost  saving  health  care  services  to  Connecticut's 
uninsured  and  most  disadvantaged  residents.  Funding  for  this 
initiative  will  be  critical  to  our  on-going  care  for  the  poor  and 
those  with  limited  access  to  health  care  services.  I  have  often 
stressed  that  money  will  be  wasted  if  we  approach  our  problems 
through  remediation  rather  than  prevention.  Back  end  solutions  to 
any  problem  always  prove  to  be  more  costly. 

Though  the  overall  impact  of  this  major  initiative  cannot  yet  be 
measured,  citizens  of  the  state  of  Connecticut  were  in  full 
agreement  on  the  severity  of  the  problem  as  well  as  the  need  to 
devise  innovative  and  creative  solutions  to  help  our  uninsured  and 
underinsured  residents  gain  access  to  health  care  and  health 
insurance.  This  legislation  is  clearly  not  a  panacea  for  a  global 
problem  that  effects  our  state  and  nation,  but  we  feel  confident 
that  it  is  a  first  step  in  the  right  direction. 

Considering  state  and  national  statistics,  it  is  easy  to  see  the 
magnitude  of  the  problem  we  as  governmental  officials  are  trying 
to  address.  According  to  a  recent  Hartford  Courant  editorial 
entitled  "Health  Care  For  Children  Must  Not  Wait",  state  health 
officials  estimate  that  close  to  73,000  women  and  children  in 
Connecticut  cannot  afford  commercial  insurance,  but  have  too  much 
money  to  qualify  for  welfare.  About  17,600  of  them  have  no  health 
insurance  and  the  rest  don't  have  what  they  need.  Equally 
staggering  is  the  fact  that  in  our  own  state  of  Connecticut,  the 
city  of  New  Haven  leads  the  nation  in  infant  mortality,  rivaling 
many  third  world  countries. 

To  this  end,  I  have  concluded  as  have  many  of  our  public  officials 
that  it  is  incumbent  upon  the  federal  government  to  adopt  a 
national  health  care  insurance  policy  to  address  the  needs  of  the 
overwhelming  number  of  Americans  who  go  without  medical  attention 
due  to  the  lack  of  health  insurance. 

Establishing  such  a  plan  will  no  doubt  be  a  challenging  and 
difficult  task  but  the  increasing  numbers  of  Americans  caught  in 
this  web  of  despair  often  produced  by  poor  nutrition  and 
insufficient  care  is  indicative  of  our  need  to  adopt  a  cost 
effective  and  thoughtful  plan  to  confront  this  problem.  As  your 
release  indicates  the  problem  is  of  mammoth  proportions  with  over 
33  million  Americans  presently  with  no  health  coverage. 

If  we  are  to  continue  to  have  a  strong  and  productive  workforce  and 
robust  economy,  we  must  strive  to  make  availability  and 
accessibility  to  health  care  a  top  priority.  We  also  have  a 
responsibility  not  to  view  these  concerns  in  a  vacuum.  This  is  one 
of  the  express  reasons  that  Connecticut  in  its  effort  to  provide 
more  coverage  worked  out  a  compromise  to  aid  small  businesses  in 
extending  benefits  to  their  workers.  We  understood  the 
inter relatedness  of  business  needs  coupled  with  the  needs  of  the 
working  poor.  We  can  all  agree  that  a  well-cared  for  American 
worker  is  the  backbone  of  a  productive  society. 

Again,  thank  you  for  providing  me  with  this  opportunity  to  appear 
briefly  before  your  distinguished  subcommittee  and  I  will  be  happy 
to  address  any  question  you  may  have  regarding  Connecticut's  health 
policies. 
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Mrs.  Kennelly.  Senator  Larson,  I  would  like  to  take  the  oppor- 
tunity to  thank  you  and  your  staff,  particularly  Lorraine  Gilmar- 
tin,  for  the  incredible  help  they  have  given  us  in  arranging  this 
meeting  and  letting  us  use  this  area.  We  really  appreciate  all  the 
help  that  you  have  given  us. 

Mrs.  Johnson.  Thank  you.  Senator  Larson,  and  let  me  just  clari- 
fy for  the  rest  of  you  that  your  complete  statements  will  be  includ- 
ed in  the  record.  So  you  have  a  right  to  discuss  aspects  of  the  prob- 
lems that  perhaps  have  not  been  addressed  earlier  and  that  your 
experience  would  give  you  special  insight  into. 

Also,  I  might  remind  you  that  our  Ways  and  Means  staff  are 
here,  and  in  Washington,  they  drive  the  work  and  the  analysis  of 
the  issues  quite  significantly.  So  while  there  are  not  as  many 
member  chairs  taken,  there  are  some  very  significant  chairs  being 
occupied  that  will  assure  that  your  comments  are  not  only  part  of 
the  record  but  part  of  the  discussion  of  the  subcommittee. 

Mr.  Larson.  I  think  all  of  us  understand  the  press  of  legislative 
business  and  certainly  with  committee  meetings  currently  going  on 
over  in  the  Legislative  Office  Building,  we  understand  the  time 
constraints  that  you  are  operating  under  as  well. 

Mrs.  Johnson.  Thank  you. 

Mr.  Larson.  Thank  you  very  much. 

Mrs.  Johnson.  Cynthia.  Senator  Matthews. 

STATEMENT  OF  HON.  CYNTHIA  MATTHEWS,  COCHAIRPERSON, 
CONNECTICUT  HEALTH  CARE  ACCESS  COMMISSION,  CONNECTI- 
CUT STATE  SENATE 

Ms.  Matthews.  Thank  you. 

It  is  certainly  my  pleasure  to  be  here  with  our  two  Congresswom- 
en.  We  are  very  proud,  and  we  are  very  pleased  today  that  you 
were  able  to  arrange  this  meeting  because,  as  you  can  see,  we  are 
very  interested,  and  we  are  very  concerned.  I  am  not  going  to  be 
reading  you  my  remarks,  but  simply  to  tell  you  that  as  the  senate 
chairman  of  public  health,  chairman  of  the  previous  Blue  Ribbon 
Commission,  and  cochairman  with  Representative  Joe  Courtney  of 
the  new  Health  Access  Commission,  I  wanted  to  give  you  some  in- 
sight on  why  we  were  able  to  reach  this  particular  point  in  our  his- 
tory because  even  though  it  may  not  be  seem  to  you  we  have  made 
dramatic  improvements,  we  certainly  were  able  to  fuse  together  a 
very  diverse  group  of  37  commission  members,  and  you  heard  from 
some  of  them  today. 

And  how  were  we  able  to  do  this?  Because  this  37-member  com- 
mission included  most  of  the  constituency  groups  involved  in 
health  care.  It  had  a  preponderance  of  business  on  it  and  industry. 
It  was  not  strictly  consumers.  Through  a  series  of  public  hearings 
throughout  the  State,  we  were  able  to  fuse  a  common  understand- 
ing of  what  the  needs  are. 

We  knew  that  we  had  close  to  300,000  uninsured,  and  because  we 
heard  testimony  that  was  so  compelling,  so  dramatic,  we  realized 
that  we  were  dealing  with  people  who  were  paying  taxes  but 
simply  could  not  afford  the  premiums  for  their  health  care. 

So  we  brought  together  these  diverse  people  who  agreed,  number 
one,  that  children  and  pregnant  women  should  be  our  first  con- 
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cern.  That  was  a  unanimous  decision.  We  went  on  from  there  to 
Commissioner  Kelly,  Commissioner  Adams,  Commissioner  Aron- 
son,  and  Commissioner  of  Human  Resources  Elliot  Ginsberg,  all 
came  together  and  assisted  us. 

What  we  decided  was  then  that  we  would  develop  a  State  subsi- 
dized insurance  policy  for  children  and  pregnant  women,  that  it 
would  be  a  sliding  scale  fee,  and  that  we  would  work  on  this  with 
the  department  of  health  services. 

Second,  we  knew  that  expanding  the  capacity  of  direct  services 
was  really  essential.  So  what  we  were  able  to  do  during  a  tough 
budget  year,  was  allocate  $500,000  for  our  11  community  health 
centers  throughout  the  State. 

We  then  realized  that  many  community  health  centers  could  not 
afford  the  services  of  doctors  and  health  care  providers,  so  we  de- 
cided to  expand  on  the  loan  repayment  program  that  was  original- 
ly designed  by  the  Federal  Government,  and  by  putting  some 
money  in,  we  were  able  to  then  triple  that  through  Federal  match- 
ing contributions,  so  that  we  now  have  a  loan  repayment  program 
that  will  entice  health  care  providers,  doctors,  dentists,  and  so  on, 
to  work  in  community  health  centers. 

You  heard  testimony  about  the  insurance  policy  to  small  employ- 
ers. We  realized  that  70  percent  of  the  uninsured  in  Connecticut 
did  work  for  small  employers.  We  worked  close  to  a  year  to  plan 
and  design  the  two  new  insurance  plans  and  market  reform. 

We  feel  that  every  year,  something  has  to  happen,  something 
some  way,  we  have  got  to  reduce  the  amount  of  people  who  are  un- 
insured. We  would  like  your  help.  We  feel  that  Medicaid  expansion 
may  be  another  way  to  go,  through  Healthy  Start.  We  would  sug- 
gest that  a  pilot  program  directed  to  Connecticut  might  be  very, 
very  helpful. 

We  ask  you  to  be  creative  as  we  have  been.  We  have  done,  I 
think,  a  tremendous  first  step.  We  did  say  to  everyone  that  every- 
one has  got  to  make  a  contribution.  We  asked  providers  to  accept 
75  percent  of  what  reimbursement  they  normally  might  accept  be- 
cause otherwise  they  would  accept  nothing. 

We  asked  the  hard-pressed  State  government  to  make  a  contribu- 
tion as  well.  We  have  asked  everyone  to  bring  something  to  the 
table,  and  they  have  responded,  and  we  would  like  you  to  respond 
as  well. 

Work  with  us.  A  pilot  program,  a  demonstration  program.  We 
will  be  talking  with  you  about  it.  We  would  love  to  see  you  be  a 
part  of  this  tremendous  and  dramatic  initiative  in  Connecticut. 

[The  prepared  statement  follows:] 
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TESTIMONY  FOR  U.S.  WAYS  &  MEANS,   HEALTH  SUBCOMMITTEE 
DATE:   February  25,  1991 
FROM:  State  Senator  Cynthia  Matthews 
PLACE:  Hartford,  Connecticut 
RE:  access  to  health  care  &  health  insurance 
Introduction ; 

Good  morning,   I  am  State  Senator  Cynthia  Matthews,  of  the 
9th  District  and  I  am  testifying  in  my  capacity  as  Senate  Chair 
of  the  CT  Health  Care  Access  Commission  as  well  as  of  the  Public 
Health  Committee. 

I  am  pleased  to  acknowledge  the  other  invited  speakers  and 
legislators  present  today  that  serve  on  the  Health  Care  Access 
Commission  and/or  the  previous  Blue  Ribbon  Commission  On  State 
Health  Insurance:   State  Representative  Joseph  Courtney  ( HCAC  & 
BRC  co-chair);   State  Representative  Norma  Gyle   (member  BRC); 
former  Health  Department  Commissioner  Frederick  Adams  (member 
HCAC  &  BRC);   and  Mr.  Craig  Leroy  (member  HCAC). 

Testimony  Outline: 

For  my  testimony  today,   I  will  briefly  describe  the  history 
and  process  of  the  Blue  Ribbon  Commission  On  State  Health 
Insurance.  Then  I  will  outline  some  of  the  final  Blue  Ribbon 
reconmendations  of  a  package  approved  by  the  General  Assembly 
(Public  Act  90-134)   and  review  the  acccanpl ishments  and 
difficulties  in  the  planning  and  implementation  of  those 
initiatives.  My  Commission  co-chair.  Rep.  Courtney  will  describe 
the  remaining  portion  of  the  Blue  Ribbon  initiatives.   Finally,  I 
will  review  some  concerns  and  recommendations  for  the  near 
future . 

History  &  Process  of  Blue  Ribbon  Commission; 

The  Connecticut  Blue  Ribbon  Commission  On  State  Health 
Insurance  was  established  in  recognition  of  the  undeniable 
health  needs  of  the  hundreds  of  thousands  of  medically  uninsured 
who  are  not  insured  by  the  public  or  private  sectors.  The  state 
ccmmission  formed  in  the  absence  of  substantial  federal  action 
on  this  nation-wide  public  health  problem. 
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The  bipartisan,  diverse  composition  of  the  37-inember  Blue 
Ribbon  Commission  was  an  essential  factor  in  the  Canmission's 
success  in  developing  the  package  of  health  policy 
recommendations  which  received  equally  strong  endorsement  by  the 
insurance  industry,  consumer  activists,  health  providers,  as 
well  as  large  and  small  business.  The  Commission  mmbers  all 
recognized  that  there  are  a  multitude  of  causes  contributing  to 
the  problems  of  the  medically  uninsured  and  of  the  health  care 
systan.  Therefore  no  single  constituency  could  be  blamed  and 
each  member  was  invested  in  contributing  to  a  Ccmmission 
consensus  proposal  package. 

After  much  deliberation  the  Commission  developed  a  package 
of  recommendations,   now  in  Public  Act  90-134,  with  a 
public-private  partnership  approach,  to  begin  achieving  health 
care  access  for  all. 

Description  &  rationale;  children  &  pregnant  wcmen  initiative 

Early  in  its  deliberations,  the  previous  Blue  Ribbon 
Commission  and  the  ongoing  Health  Care  Access  Commission 
identified  children  and  pregnant  women  as  a  high  priority.  The 
Commission  recognized  that  these  populations  have  special  health 
care  needs  and  that  it  is  very  cost  effective  to  provide  health 
care  to  them. 

This  proposed  state  subsidized  individual  insurance 
initiative  which  is  neither  an  entitlement  program  nor  an 
employment  based  product  will  assist  non-Medicaid  eligible 
pregnant  women  with  incomes  below  250%  of  federal  poverty  and 
children  in  families  below  200%  of  poverty  ( $25 ,400/f am ily  of 
four) . 

This  population  is  not  being  served  in  the  existing 
patchwork  health  care  system.  1/4  of  the  uninsured  are  children 
and  pregnancy  is  still  included  as  a  pre-existing  condition 
exclusion.  An  unfortunate  consequence  of  being  uninsured  is  that 
this  population  is  likely  to  delay  or  forego  preventive  care 
such  as  prenatal  care  and  well  child  care,  a  precursor  to 
significant  and  expensive  medical  problems  in  the  future.  The 
high  infant  mortality  rates  in  cities  such  as  New  Haven  and 
Hartford  is  evidence  of  the  magnitude  of  the  problem  The 
eventual  treatment  of  the  resulting  medical  conditions  such  as 
neonatal  care  and  unnecessary  childhood  illness  drives  up  the 
costs  of  the  health  care  system  for  all  payors  because  such 
treatment  is  usually  unaf f oradable  by  the  uninsured  patient  and 
therefore  becomes  a  part  of  the  growing  debt  that  is  shifted  to 
other  payors  to  account  for  this  uncompensated  care. 

An  addition  to  consumer  activists,   the  insurance  industry 
has  been  supportive  of  the  program  even  though  this  industry 
traditionally  dislikes  public  intervention. 
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Planning  &  development;   children  &  pregnant  women; 

The  state  health  department  has  hired  a  consultant  to 
devise  demonstration  program  options  that  are  being  reviewed  by 
the  Health  Care  Access  Commission.  The  Robert  Wood  Johnson 
Foundation  has  expressed  an  interest  in  this  program » 

The  Commission's  primary  concern  is  that  even  though  this 
priority  program  will  save  health  care  dollars  in  the  near  and 
far  future,  the  state  with  its  severe  budget  difficulties,  may 
not  be  able  to  sufficiently  fund  this  program. 

Cctnmunity  health  centers: 

The  Blue  Ribbon  Commission  recognized  the  need  to  expand 
the  capacity  of  already  established  community  based  primary  care 
centers  to  provide  basic  access  to  essential  and  cost  saving 
services  to  Connecticut's  uninsured  and  most  disadvantaged 
residents.  The  eleven  health  centers  are  located  in  federally 
designated  medically  underserved  areas.  The  Commission  as  well 
as  Governor  Lowell  Weicker  have  recognized  that  corununity  health 
centers  are  a  wise  investment  in  that  they  meet  basic  health 
needs  which  reduce  potential  hospitalizations  for  treatable, 
manageable  or  preventable  conditions.   $500,000  in  grants  and 
$258,000  in  bonding  has  been  provided  to  the  community  health 
centers . 

Unfortunately  the  centers'   capacity  cannot  meet  the 
danand  for  services.  Additionally  there  remains  a  significant 
population  of  uninsured  and  medicaid  patients  that  do  not  reside 
near  any  community  health  center  and  cannot  afford  health  care 
in  their  local  area. 

A  state  loan  repayment  program  was  also  recently 
established  to  assist  the  community  health  centers  in  recruiting 
needed  clinicians  to  serve  in  the  centers  which  are  unable  to 
offer  saleries  competitive  to  the  private  practice  of  medicine. 
This  loan  repayment  program  is  now  three  times  larger  due  to  the 
granting  of  federal  funds  to  the  health  department  resulting  in 
a  total  of  $120,000  for  this  year. 

Concerns  &  recommendations: 

Even  though  the  development  and  legislative  passage  of  the 
Blue  Ribbon  Commission's  package  of  "first  step"  recommendations 
was  a  laudable  acccmplishment ;   those  initiatives,  once  they  are 
fully  implemented,  will  still  leave  a  large  portion  of  the 
uninsured  uncovered.  Particularly  with  the  recent  recession  and 
the  increase  in  unemployment,   it  is  clear  that  the  states  cannot 
solve  this  daunting  problem  alone  and  eventually  a  nation-wide 
solution  will  be  needed.  Yet  considering  the  federal  budget 
deficit  and  the  political  aftemath  of  the  Medicare  Catastrophic 
legislation,  I  do  not  expect  comprehensive  federal  health  care 
reform  in  the  near  future. 

In  the  short  term  I  urge  the  federal  government  to  not 
reduce  funding  for  Medicare  which  would  result  in  an  increased 
burden  on  other  payors  in  the  health  care  system. 
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I  also  would  encourage  you  to  examine  the  various  state 
proposals  and  models  for  health  care  reform.     There  are  some 
messages  that  the  Blue  Ribbon  experience  can  offer  to  this 
congressional  subconmittee .  First ,  the  resolution  of  the 
problems  of  the  medically  uninsured  should  not  be  postponed, 
because  delay  increases  the  medical  casualties  and  costs  in  the 
health  care  system.  Second ,  successful  health  planning  must 
involve  the  many  constituency  groups  inherantly  involved  in 
health  care  and  insurance.  Third ,  health  policy  reforms  should 
have  at  least  a  dual  focus  on  health  insurance  and  health 
services  because  insurance,  such  as  medicaid,  does  not  guarentee 
access  to  health  care.  Fourth ,  as  Rep.  Courtney  will  soon 
describe,  the  Commission  strongly  agreed  that  mandates  on  small 
businesses  would  not  resolve,  but  could  exacerbate,  existing 
health  care  problems.  Connecticut  will  soon  test  the  value  of 
voluntary,  new,  small  business  insurance  policies  and  market 
reforms . 

I  will  conclude  by  stating  that  I  am  glad  to  see  that  the 
committee  has  recognized  the  seriousness  of  this  public  health 
problem  by  initiating  these  public  hearings.  I  would  be  pleased 
to  answer  any  questions  or  if  you  would  like  additional 
information  in  the  future  please  feel  free  to  call  me  (203) 
240-0560.  Thank  you  for  the  opportunity  to  present  testimony 
today. 
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Mrs.  Johnson.  Thank  you  very  much,  and  Barbara  is  going  to 
take  over  the  rest  of  this  hearing  because  I  do  have  to  leave  in 
order  to  make  my  4  o'clock  meeting  in  Washington. 

Thanks.  Thanks,  Barbara,  for  all  your  help. 

Mrs.  Kennelly.  Thanks,  Nancy. 

The  Honorable  Sally  Bolster  will  testify  next. 

STATEMENT  OF  HON.  SALLY  McCARTHY  BOLSTER,  CONNECTICUT 
HOUSE  OF  REPRESENTATIVES 

Ms.  Bolster.  Thank  you,  Congresswoman  Kennelly. 

My  name  is  Sally  McCarthy  Bolster.  I  am  a  State  representative 
from  the  137th,  which  is  in  Norwalk,  Conn.,  and  I  am  the  Republi- 
can ranking  member  of  the  Connecticut  General  Assembly's 
Human  Services  Committee. 

Last  November,  I  was  privileged  to  attend  the  Colloquy  on 
Health  Care  Ethics  in  Charlottesville,  Va.  The  conference  was 
sponsored  by  a  few  charitable  trusts  and  was  arranged  by  leading 
health  and  ethics  academicians  from  the  University  of  Virginia 
and  the  University  of  Nebraska's  medical  center. 

The  invited  participants  were  one  legislator  from  each  State,  and 
there  were  40  States  who  attended  from  Hawaii  to  Maine.  It  was 
an  intensive  week  of  workshops  and  discussions  with  very  diverse 
views,  I  can  assure  you,  but  the  most  amazing  outcome  of  this  con- 
ference, when  you  consider  all  the  people  who  were  there,  from 
urban  and  rural  areas,  agricultural,  manufacturing.  North,  South, 
the  whole  bit,  that  we,  State  legislators,  all  agreed  on  so  many 
things. 

We  found  that  we  shared  more  problems  than  we  differed  on, 
and  I  just  wanted  to  present  to  you  some  of  the  conclusions  that 
this  group  made. 

First,  we  recognized  the  Federal  Government  has  the  preeminent 
role  in  financing  health  care  for  the  poor,  but  we  also  realized  that 
the  States  are  on  the  front  line,  and  we  see  every  day  in  our  cities 
and  towns  and  on  our  farms  and  in  our  factories  the  tremendous 
burden  facing  so  many  of  our  constituents.  The  inability  to  access 
basic  health  care. 

And  we  as  State  legislators  agreed  that  our  National  Govern- 
ment must  provide  us  some  flexibility  in  redesigning  the  delivery 
of  health  care. 

We  all  know  the  problem,  but  this  group  of  legislators  wanted  to 
try  something  new,  something  innovative.  Everybody  wants  good 
accessible  health  care,  but  nobody  agrees  on  how  to  do  it.  Our  Fed- 
eral system  is  comprised  of  States  which  are  often  referred  to  as 
the  laboratories  of  democracy  and  each  State  has  different  ideas. 
Some  will  be  successful  and  some  will  not. 

Some  initiatives  will  become  models  for  further  development  and 
some  experiments  will  fail  even  under  the  best  of  conditions,  but 
we  must  try  and  through  experimentation  and  innovation  of  the 
many  States  solutions  will  evolve.  We  can  fmd  the  answers  to  the 
problems  that  plague  us. 

But  if  the  States  are  to  perform  this  constitutional  role,  we  must 
have  help  from  our  Federal  partner.  Currently,  some  Federal  laws 
and  regulations  severely  restrict  the  States'  ability  to  experiment 
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with  programs  that  could  preserve  essential  services  and  increase 
access  to  basic  health  care  for  the  uninsured,  the  underinsured, 
and  the  uninsurable. 

The  States  were  not  asking  for  blanket  waivers  or  exemptions. 
They  only  asked  Congress  to  look  favorably  on  a  State's  request  to 
try  a  new  approach.  The  status  quo  is  no  longer  acceptable. 

This  diverse  group  of  legislators  argued  strenuously  over  the  best 
means  to  improve  health  care  access,  but  the  overwhelming  con- 
cern for  the  millions  of  uninsured  people  in  our  respective  commu- 
nities produced  the  unanimous  desire  to  forge  ahead  on  the  various 
solutions. 

Access  to  health  care  is  the  most  pressing  and  immediate  prob- 
lem facing  our  Nation.  We  believe  that  universal  access  must  be 
provided  through  alterations  and  adjustments  to  the  existing  pri- 
vate-public insurance  system. 

A  great  deal  of  our  national  focus  today  is  how  our  multipayer 
system  might  evolve  into  some  form  of  a  single-payer  system,  but 
we  should  begin  immediately  to  institute  changes  in  policy  and 
practices  to  improve  the  efficiency  of  our  existing  system. 

We  should  expand  our  alternative  and  out-patient  services.  We 
should  expand  appropriate  screening  and  community-based  alter- 
natives for  long-term  care.  Home  care  options  should  be  increased. 
Health  care  delivery  systems  should  be  streamlined,  and  health 
education  and  prevention  should  be  more  widely  available. 

We  must  encourage  the  development  of  case  management,  appli- 
cable and  useful  data  systems  and  the  extension  of  nonphysician 
health  care  professionals.  We  also  felt  that  there  ought  to  be  some 
insulation  against  too  many  of  us  politicians  influencing  the  over- 
all design  of  our  health  care  delivery  system,  and  we  believe  that 
nonelected  health  policy  specialists  must  play  an  important  role. 

We  also  believe  that  the  extension  of  health  care  access  should 
be  financed  through  a  combination  of  personal,  private  and  public 
sources.  It  is  imperative  that  every  employee  beneficiary  pay  a  rea- 
sonable share  of  their  own  costs  as  a  means  of  limiting  utilization 
and  generating  revenue. 

Private  employer-based  insurance  is  an  important  part  of  our 
system,  and  public  assistance  should  help  those  who  have  a  genu- 
ine financial  need.  Although  equal  access  to  basic  health  care  is 
the  right  of  all  citizens,  the  intense  pressure  and  growing  demands 
now  in  our  health  care  system  are  likely  eventually  to  force  a  ra- 
tioning system  of  some  sort. 

The  allocation  decisions  should  be  based  on  the  widest  public 
benefit  and  the  quality  of  life  enjoyed  by  the  majority  of  citizens. 
Any  allocation  formula  or  policy  should  be  made  only  with  the 
broadest  possible  public  participation,  discussion  and  determina- 
tion, and  any  priorities  that  are  established  should  focus  as  well  on 
beneficial  outcomes  for  patients  as  well  as  the  total  impact  on  soci- 
ety. 

As  we  go  forward  in  crafting  a  new  equitable  health  care  deliv- 
ery system,  we  must  consider  the  problems  associated  with  soci- 
ety's newest  scourge,  AIDS.  We  must  continue  to  fund  AIDS  re- 
search to  the  best  of  our  ability  and  expand  education  programs. 

And  AIDS  education  must  be  made  available  to  all  students,  in- 
cluding the  very  young,  and  it  must  deal  frankly  and  directly  with 
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sexual  and  drug  abuse  practices.  We  should  institute  anonymous, 
confidential,  voluntary  testing  and  expand  our  counseling. 

These  were  some  of  the  conclusions  of  this  group  of  State  legisla- 
tors. They  were  of  both  political  persuasions,  and  they  came  from 
all  across  the  country,  but  they  all  agreed  on  these  items,  and  that 
by  working  together,  we  can  craft  a  new  and  better  health  care  de- 
livery system. 

We  will  have  to  do  some  experimenting.  We  are  going  to  face 
some  risks,  but  in  the  end,  together,  we  can  forge  a  new  system 
and  one  that  will  benefit  everyone. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  SALLY  McCARTHY  BOLSTER,  STATE  REPRESENTATIVE  FROM 
THE  137th  DISTRICT,  NORWALK,  CONN. 


My  name  is  Sally  McCarthy  Bolster,  State  Representative  from 
the  137th  District  in  Norwalk,  Connecticut.  I  am  the  Republican 
Ranking  Member  of  the  Connecticut  General  Assembly's  Human  Services 
Committee.  I  appreciate  your  inviting  me  to  testify  before  you 
today  on  this  very  important  issue  —  access  to  basic  health  care. 

Last  November,  I  was  privileged  to  attend  a  colloquy  in  health 
care  ethics  in  Charlottesville,  Virginia.  This  conference 
sponsored  by  the  Pew  Charitable  Trust  was  arranged  by  leading 
health  and  ethics  academicians  from  the  University  of  Virginia  and 
the     University     of     Nebraska     Medical     Center.  The  invited 

participants  were  one  legislator  from  each  of  40  states  from  Hawaii 
to  Maine.  It  was  an  intensive  week  of  workshops  and  discussions 
with  diverse  views  from  the  participants  who  represented  such  a 
cross-section  of  our  country  -  urban,  rural,  agricultural, 
manufacturing,  north  and  south. 

The  most  amazing  outcome  of  this  conference  was  that  we,  state 
legislators  all,  agreed  on  so  many  things.  We  found  that  we  shared 
more  problems  than  we  differed  on.  This  morning,  I  should  like  to 
present  to  you  some  of  the  conclusions  we  reached  -  at  least  as  I 
viewed  them. 

First,  we  recognized  that  the  federal  government  has  the  pre- 
imminent  role  in  financing  health  care  for  the  poor.  But  we  also 
realized  that  the  states  are  on  the  front  line.  We  see  everyday 
in  our  cities  and  towns,  on  our  farms  and  in  our  factories,  the 
tremendous  burden  facing  so  many  of  our  constituents  -  the 
inability  to  access  basic  health  care.  And  we,  as  state 
legislators,  agreed  that  our  national  government  must  provide  us 
some  flexibility  in  redesigning  the  delivery  of  health  care. 

We  all  know  the  problem  -  clogged  hospital  emergency  rooms, 
closed  rural  hospitals,  inadequate  basic  preventive  care.  All 
these  problems  while  we  face  an  anticipated  national  expenditure 
for  health  care  of  $660  billion  in  1991. 

This  group  of  state  legislators  wants  to  try  something  new  - 
something  innovative.  Everyone  wants  good,  accessible  health  care, 
but  no  one  agrees  how  to  provide  it. 

Our  federal  system  is  comprised  of  states  which  often  have 
been  referred  to  as  the  "laboratories  of  democracy".  Each  state 
has  different  ideas  -  some  will  be  successful,  some  will  not.  -Some 
initiatives  will  become  models  for  further  development.  Some 
experiments  will  fail,  even  under  the  best  of  conditions.  But  we 
must  try.  Through  experimentation  and  innovation  of  the  many 
states,  solutions  will  evolve.  We  will  find  answers  to  the 
problems  that  plague  us. 

If  the  states  are  to  perform  this  constitutional  role,  we  must 
have  help  from  our  federal  partner.  Currently,  some  federal  laws 
and  regulations  severely  restrict  state's  ability  to  experiment 
with  programs  that  could  preserve  essential  services  and  increase 
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access  to  basic  health  care  for  the  uninsured,  underinsured  and 
uninsurable . 

The  states  are  not  asking  for  blanket  waivers  or  exemptions. 
They  only  ask  Congress  to  look  favorably  on  a  state's  request  to 
try  a  new  approach.     The  status  quo  is  no  longer  acceptable. 

This  diverse  group  of  state  legislators  argued  strenuously 
over  the  best  means  to  improve  health  care  access.  But  the 
overwhelming  concern  for  the  millions  of  uninsured  people  in  our 
respective  communities  produced  an  unanimous  desire  to  forge  ahead 
on  various  solutions. 

The  U.S.  is  facing  economic  and  ethical  problems.  Choices 
will  be  required  in  order  to  provide  effective  health  services. 

Access  to  health  care  is  the  most  pressing  and  immediate 
problem  facing  our  system.  These  state  legislators  felt  that  every 
individual  should  be  assured  access  to  basic  health  services. 

Such  universal  access  should  be  provided  through  alterations 
and  adjustments  to  the  existing  private/public  insurance  system. 
A  great  deal  of  our  national  focus  today  is  how  our  multi-payer 
system  might  evolve  into  some  form  of  single  payer  system,  but  we 
should  begin  immediately  to  institute  changes  in  policy  and 
practices  to  improve  the  efficiency  of  our  existing  system. 

Specifically,  we  should  expand  our  alternative  and  out- 
patient services;  appropriate  screening  and  community-based 
alternatives  for  long-term  care  should  be  instituted;  home  care 
options  should  be  increased;  health  care  delivery  systems  should 
be  streamlined;  and  health  education  and  prevention  should  be  more 
widely  available.  We  should  encourage  the  development  of  case 
management,  applicable  and  useful  health  data  systems  and  the 
extension  of  non-physician  health  care  professionals. 

There  also  should  be  some  insulation  against  too  much 
political  influence  in  the  overall  design  of  our  health  care 
delivery  system  and  non-elected  health  policy  specialists  must  play 
an  important  role. 

The  extension  of  health  care  access  should  be  financed  through 
a  combination  of  personal,  private  and  public  sources.  It  is 
imperative  that  every  employee-beneficiary  pay  a  reasonable  share 
of  their  own  costs  as  a  means  of  limiting  utilization  and 
generating  revenue.  Private  employer-based  insurance  is  an 
important  part  of  our  system  and  public  assistance  should  help 
those  with  genuine  financial  need. 

Although  equal  access  to  basic  health  care  is  a  right  of  all 
citizens,  the  intense  pressure  and  growing  demands  now  on  our 
health  care  system  are  likely  eventually  to  force  a  rationing 
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system  of  some  sort.  Allocation  decisions  should  be  based  on  the 
widest  public  benefit  and  the  quality  of  life  enjoyed  by  the 
majority  of  citizens.  Any  allocation  formula  or  policy  should  be 
made  only  with  the  broadest  possible  public  participation, 
discussion  and  determination.  Any  priorities  that  are  established 
should  focus  as  well  on  beneficial  outcomes  for  patients  as  well 
as  the  total  impact  on  society. 

As  we  work  to  establish  equitable  access  to  health  care  for 
all  our  citizens,  we  must  recognize  that  each  of  us  has  the  right 
to  live  and  die  with  dignity  by  having  our  individual  wishes 
honored,  whether  by  availing  ourselves  of  such  tools  as  living 
wills,  advance  directives,  durable  powers  of  attorney  for  health 
care,  or  by  making  our  wishes  known  to  others  including  family, 
friends,   clergy  and  providers. 

As  we  go  forward  in  crafting  a  new,  equitable  health  care 
delivery  system,  we  must  consider  the  problems  associated  with 
society's  newest  scourge,  AIDS.  We  must  continue  to  fund  AIDS 
research  to  the  best  of  our  ability  and  expand  education  programs. 
AIDS  education  must  be  made  available  to  all  students,  including 
the  very  young,  and  it  must  deal  frankly  and  directly  with  sexual 
and  drug  abuse  practices.  We  should  institute  anonymous, 
confidential  and  voluntary  testing  and  expand  counseling.  We  must 
develop  a  practical  system  of  identifying,  treating  and  assisting 
AIDS  patients  at  the  earliest  possible  time  following  diagnosis. 

These  were  the  conclusions  of  this  group  of  state  legislators. 
We  must  work  together  to  craft  a  new  and  better  health  care 
delivery  system.  We  will  have  to  do  some  experimenting;  we  will 
face  some  risks,  but  in  the  end,  together  we  can  forge  a  new  system 
-  one  that  will  benefit  all  our  citizens. 
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Mrs.  Kennelly.  Thank  you  for  that  excellent  testimony. 
Pat  Dillon,  Representative  Dillon,  is  next. 

STATEMENT  OF  HON.  PATRICIA  DILLON,  CHAIR,  PUBLIC  HEALTH 
COMMITTEE,  CONNECTICUT  HOUSE  OF  REPRESENTATIVES 

Ms.  Dillon.  Thank  you,  and  thank  you  for  your  patience.  I  have 
a  lot  of  competing  meetings  myself  today.  So  I  understand  it  is  very 
difficult  to  keep  people  here. 

We  are  very  proud  of  our  efforts  to  improve  access  to  health  care 
for  everyone  in  this  State,  but  my  remarks  will  focus  on  the  rela- 
tionship between  cost  containment  and  the  access  to  care,  and  on 
the  role  which  the  Federal  Government  could  potentially  play  to 
improve  access  to  quality  care  for  all  Americans. 

As  you  are  aware,  the  Federal  Government  has  embarked  on  a 
major  effort  to  contain  rapidly  escalating  costs  in  Medicare,  and 
this  has  been  largely  successful,  notably  in  the  area  of  hospital 
costs. 

However,  constraining  costs  in  only  one  sector  of  the  health  care 
system  does  not  automatically  constrain  costs  systemwide  as  you 
have  heard  today.  Quite  the  opposite.  The  cost  of  health  care  na- 
tionwide continues  to  climb. 

The  results  of  constraining  costs  in  only  one  sector  threatens  to 
create  a  two-tier  system  of  care.  For  example,  there  is  as  yet  no 
evidence  that  seniors  are  receiving  inferior  care  as  a  result  of  cost 
containment  in  the  Medicare  system,  but  there  is  a  question  that 
any  hospital,  for  example,  which  serves  a  large  number  of  seniors 
is  seriously  compromised  in  its  ability  to  serve  the  uninsured.  The 
hospitals  in  our  own  State  of  Connecticut  which  have  experienced 
financial  difficulty  have  been  those  which  serve  disproportionate 
numbers  of  both  seniors  and  Medicaid  patients. 

So  long  as  there  are  no  Federal  mechanisms  to  contain  costs  sys- 
temwide, providers  of  care  to  seniors  and  the  uninsured  are  com- 
promised, and  your  own  efforts  to  contain  Medicare  costs  are  com- 
promised as  well  because  the  cost  of  Medicare  may  well  be  carried 
up  in  the  spiral  of  costs. 

The  lack  of  Federal  mechanisms  to  contain  costs  systemwide  also 
limit  access  to  health  care  in  the  private  sector.  Although  the  costs 
cannot  always  be  quantified  at  any  given  time,  it  is  clear  that  so 
long  as  there  is  a  gap  between  the  reimbursement  from  Medicare 
and  the  overall  cost  within  the  health  care  system,  the  difference 
will  be  shifted  on  to  the  private  payer.  This  further  drives  up  the 
cost  of  private  insurance,  making  it  less  affordable  to  employers 
and  beyond  the  reach  entirely  of  individuals. 

In  response,  the  private  payers  intensify  their  efforts  at  cost  con- 
tainment, which  in  turn  pressures  the  hospitals.  When  private 
payers  become  more  efficient  at  containing  costs,  the  results  can  be 
punitive  to  those  hospitals  which  reach  out  to  provide  quality  care 
to  seniors  and  to  the  uninsured. 

Here  on  the  State  level,  we  find  ourselves  endlessly  rearranging 
the  components  of  a  system  which  is  fundamentally  askew.  We  are 
attempting  here  to  contain  costs  and  to  expand  access  at  the  same 
time.  This  is  not  impossible.  In  fact,  it  is  very  possible,  but  it  is 
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very,  very  difficult  without  Federal  mechanisms  for  cost  contain- 
ment which  apply  systemwide. 

One  aspect  of  Federal  cost  containment  is,  however,  inherently 
unfair,  and  that  is  Medicare's  own  refusal  to  pay  its  share  of  un- 
compensated care.  While  other  Federal  policies  can  be  justified  on 
the  basis  of  cost  effectiveness,  this  one  policy  is  arbitrary  and  shifts 
burden  to  other  parts  of  the  system  which  we  feel  acutely  here  on 
the  State  level. 

In  reimbursing  providers,  our  current  system  of  reimbursement 
for  health  care  providers  rewards  procedures  rather  than  clinical 
skills.  The  Federal  Government,  and  your  committee  has  played  a 
role,  I  believe,  has  made  major  advancements  by  adjusting  its  reim- 
bursement assistance  so  the  primary  care-givers  will  no  longer  be 
punished.  Again,  this  affects  only  Medicare.  This  is  not  a  system- 
wide  reform.  Private  payers  may  well  continue  to  reward  technolo- 
gy at  the  expense  of  other  treatment,  driving  up  costs  with  an  un- 
clear impact  on  health. 

While  the  Federal  role  in  health  care  finance  is  decisive  and 
clear  and  much  debated,  there  are  other  roles  that  the  Government 
can  play.  You  have  heard  testimony  today  about  Connecticut's 
commitment  to  expanding  access  to  care  for  the  uninsured.  We  are 
also  one  of  the  States  which  provides  aid  for  prescription  drugs  for 
seniors.  As  you  know,  medication  can  improve  the  health  of  seniors 
who  are  at  home  and  reduce  their  hospitalization  and  institutional- 
ization, yet  it  is  not  covered  by  Medicare  or  by  most  providers.  We 
are  fully  committed  to  improving  the  health  of  seniors  and  reduc- 
ing their  financial  burden,  but  we  do  not  know  that  all  of  the  medi- 
cations improve  the  health  of  seniors. 

As  you  may  know,  seniors  are  routinely  excluded  from  clinical 
trials  for  new  medications,  yet  seniors  are  more  likely  to  be  taking 
multiple  medications  than  the  general  population.  In  addition,  as 
we  age,  kidneys  become  less  efficient  which  means  that  medication 
stays  in  our  systems  longer.  You  on  the  Federal  level  have  the  abil- 
ity which  we  do  not  to  direct  research  dollars  to  evaluate  the 
impact  of  medication  on  seniors,  how  different  medications  inter- 
act, whether  certain  seniors  should  not  take  some  combinations  of 
medication.  For  example,  in  the  past  few  years,  researchers  have 
looked  at  the  frequency  of  hip  fractures  in  seniors  in  nursing 
homes.  They  have  found  seniors  on  heavy  sedation  were  much 
more  likely  to  be  injured.  This  is  a  major  eye-opener.  Are  people 
getting  hurt  because  they  had  more  problems  to  begin  with,  for  ex- 
ample, dementia,  or  are  we  over-medicating  these  people? 

States,  especially  ours,  right  now  lack  the  resources  to  do  on- 
going research.  The  Federal  Government  has  mechanisms  in  place, 
you  also  have  the  data  from  Medicare.  Seniors  may  have  been  ex- 
cluded from  clinical  trials  for  good  reason,  but  we  can  make  up  for 
this  by  using  data  from  our  own  programs. 

This  may  seem  a  side  issue  in  a  discussion  of  health  care  access. 
It  is  not.  The  bottom  line  is  that  we  should  be  providing  care  to  all 
of  our  citizens  in  an  equitable  way,  but  we  should  be  providing 
quality  care.  We  are  fully  committed  to  quality  care  for  seniors, 
but  we  need  the  tools  to  evaluate  the  care  that  we  are  paying  for 
now.  Is  it  cost  efficient?  Does  it  actually  improve  people's  health? 
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The  concept  of  national  health  insurance  has  been  on  the  nation- 
al agenda  since  the  Bullmoose  Party.  Yet,  all  signs  are  that  it  is 
unlikely  Congress  will  take  on  this  issue  this  session.  We  in  Con- 
necticut will  be  facing  this  year  an  almost  unprecedented  situation, 
a  dramatic  increase  in  the  uninsured,  coupled  with  increased  costs 
in  the  system. 

I,  for  example,  have  been  getting  calls  from  accountants,  from 
lawyers,  from  relatively  upscale  white  collar  professionals  who  are 
members  of  small  firms  who  are  losing  their  health  insurance,  all 
within  the  past  90  days.  So  that  you  are  going  to  see  a  whole  differ- 
ent category  of  people  who  are  among  the  uninsured  in  this  State. 

If  other  reforms  are  unlikely,  at  the  very  least,  as  your  first 
order  of  business,  bring  some  sense  to  our  system.  Establish  Feder- 
al mechanisms  for  cost  containment  which  are  system  wide.  Fur- 
ther reform  Medicare  by  sharing  the  burden  of  uncompensated 
care. 

Thank  you. 

Mrs.  Kennelly.  Thank  you.  Representative  Dillon. 
The  Honorable  Joseph  Courtney. 

STATEMENT  OF  HON.  JOSEPH  COURTNEY,  COCHAIRPERSON, 
CONNECTICUT  HEALTH  CARE  ACCESS  COMMISSION,  CON- 
NECTICUT HOUSE  OF  REPRESENTATIVES 

Mr.  Courtney.  Thank  you.  Representative  Kennelly. 

I  have  written  comments  which  have  been  submitted,  and  I  will 
not  go  through  them  all  at  this  late  hour. 

I  would  just  like  to  make  one  small  point  before  concluding  here 
today,  which  I  think  Representative  Bolster  touched  on  a  little  bit, 
which  is  the  question  of  the  actual  restrictions  that  exist  right  now 
on  States  who  are  trying  to  experiment  with  our  health  care 
system. 

When  the  Blue  Ribbon  Commission  on  which  I  served  with  Sena- 
tor Matthews  first  convened,  it  was  remarkable  to  me  actually  how 
few  our  options  really  were  in  terms  of  engaging  in  real  reform, 
and  the  reason  for  that,  I  think,  is  simple  probably  to  someone  like 
yourself  and  others  who  followed  this  issue,  which  is  that  the  three 
basic  streams  of  payment  into  the  medical  system.  Medicare,  Med- 
icaid, and  private  insurance,  are  strictly  governed  by  Federal  law, 
ERISA  in  the  case  of  the  private  health  insurance,  and  really  the 
State's  ability  to  truly  experiment  in  terms  of  either  moving  dol- 
lars around  in  the  system  and  ultimately  this  issue  does  boil  down 
to  who  pays,  is  quite  limited. 

Nonetheless,  I  think  we  did  a  good  job  with  the  work  product  of 
the  Blue  Ribbon  Commission  in  terms  of  dealing  with  this  issue 
and  with  all  the  restrictions  that  were  included,  but  when  I  have 
my  brief  opportunity  to  appear  in  front  of  a  congressional  person,  I 
would  just  again  like  to  reiterate  our  desire  to  be  given  the  oppor- 
tunity to  experiment. 

And  I  know  I  am  speaking  to  a  person  who  really  advocated  for 
the  State  of  Connecticut  and  the  Connecticut  partnership  for  long- 
term  care  which  is  an  example  here  of  trying  to  take  the  Medicaid 
system  and  private  health  insurance  system  and  come  up  a  truly 
affordable  long-term  care  insurance  package. 
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We  have  gotten  good  news  from  HCFA  just  within  the  last 
month  that  administratively  they  are  approving  that  plan,  but  it  is 
somewhat  baffling  to  us  that  Congress  was  unwilling  to  do  it  as  an 
act  of  legislation. 

Again,  I  realize  that  you  and  all  of  your  colleagues  in  the  Con- 
necticut delegation  worked  very  hard  in  terms  of  trying  to  get  that 
through,  that  Medicaid  waiver  through  Congress,  and  I  would  like 
to  again  salute  your  efforts  and  simply  encourage  you  to  continue 
with  that  kind  of  approach  which  is  to  give  the  State  true  flexibil- 
ity to  be  a  real  laboratory  for  social  experiments. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  STATE  REPRESENTATIVE  JOSEPH  COURTNEY,  CHAIR, 
CONNECTICUT  HEALTH  CARE  ACCESS  COMMISSION  AND  HUMAN  SERVICES 

COMMITTEE 

Introduction ; 

Good  morning,   I  am  State  Representative  Joe  Courtney,  of  the 
56th  district  and  I  am  testifying  in  my  capacity  as  House  chair 
of  the  CT  Health  Care  Access  Commission  as  well  as  of  the  Human 
Services  Committee. 

I  am  pleased  to  acknowledge  the  other  invited  speakers  and 
legislators  present  today  that  seve  on  the  Health  Care  Access 
Commission  and/or  the  previous  Blue  Ribbon  Commission  On  state 
Health  Insurance:  State  Senator  Cynthia  Matthews   ( HCAC  &  BRC 
co-chair);   state  Represenati ve  Norma  Gyle   (member  BRC);  former 
Health  Department  Commissioner  Frederick  Adams  (member  HCAC  & 
BRC);  and  Mr.   Craig  Leroy  (member  HCAC). 

Testimony  outline; 

For  my  testimony  today,   I  will  continue  where  Senator 
Matthews  left  off   in  outlining  the  final  Blue  Ribbon 
recomnendations  of  a  package  approved  by  the  General  Assembly 
(Public  Act  90-134),   and  review  the  accomplishments  and 
difficulties  in  the  planning  and  implementation  of  those 
initiatives.     Finally,   I  will  review  concerns  for  states' 
restricted  ability  to  experiment  with  substantial  health  care 
system  reforms. 

Blue  Ribbon  Commission; 

The  diverse  37-membered  Connecticut  Blue  Ribbon  Commission 
On  State  Health  Insurance  was  established  in  recognition  of  the 
undeniable  needs  of  the  272,000  medically  uninsured  which 
reflect  pervasive  problems  in  the  whole  health  care  system. 

Atter  much  deliberation  the  Commission  developed  a  package 
of  recommendations,  now  Public  Act  90-134,  with  a  public-private 
partnership  approach  to  begin  expanding  access  to  health  care. 

New  insurance  &  market  reforms  for  small  businesses; 

The  Blue  Ribbon  Commission  recognized  that  2/3  of  the 
uninsured  are  employed  by  small  businesses  that  do  not  offer 
health  insurance.     These  anall  firms  tend  to  be  those  with  fewer 
than  25  full  time  employees.     The  Commission  reccmmended  the 
establishment  of  new  small  anployer  insurance  plans,  special 
health  care  plans,  and  small  group  market  reforms  to  provide 
greater  access  and  af f ordabil ity .  The  insurance  industry  was 
active  in  designing  these  reforms.  A  significant  characteristic 
of  this  initiative  is  that  businesses  may  voluntarily  purchase 
the  policies,   in  contrast  to  a  "pay  or  play"  situation. 

Public  Act  90-134  requires  that  for  a  three  year  trial 
period,  all  small  employer  health  insurers  and  HMOs  offer  two 
specific  insurance  policies:  a  small  employer  health  insurance 
plan  that  provides  middle  option  benefits  and  a  special  health 
care  plan,  with  all  of  the  CT  mandated  benefits,   for  uninsured 
employers  with  special  provisions  designed  to  lower  the  cost 
further  for  employer  below  200%  of  the  federal  poverty  level. 

The  public  act  creates  a  reinsurance  pool  to  facilitate 

sharing  the  risk  equitably  among  all  insurance  carriers. 

Reinsurance  is  basically  a  transaction  between  two  or  more 

insurers  to  apportion  risk  so  that  a  large  loss  does  not  fall  on 
any  one  insurance  ccmpany. 

The  legislation  also  enacts  a  series  of  market  reforms 
designed  to  protect  small  employers  and  their  employees  in  the 
pricing  and  underwriting  of  all  health  coverage  sold  to  groups 
of  fewer  than  twenty-five  employees. 

The  reforms  include: 

*  The  term  of  any  pre-exisitng  condition  limitation  cannot 
exclude  coverage  beyond  twelve  months  following  the  effective 
coverage  date.   It  can  only  relate  to  conditions  revealing 
themselves  during  the  six  months  prior  to  the  coverage  date. 

*  All  health  insurance  plans  are  now  required  to  be 
guaranteed  renewable  with  the  exceptions  of  fraud,  failure 
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to  pay  premiums,  or  when  the  contract  holder  is  no  longer  active 
in  the  business  which  it  was  on  the  plan's  effective  date. 

*  The  price  of  new  plans  and  premium  increases  are  limited 
to  200%  of  the  lowest  rate  of  a  plan. 

*  Disclosure  is  now  required  for  all  conditions  under  which 
rates  may  change  due  to  claims  or  health  conditions. 

Presumptive  eligibility  to-  Medicaid; 

This  Blue  Ribbon  Commission  recommendation  would  allow 
qualified  health  providers  to  make  a  preliminary  determination 
of  a  potential  patient's  eligibility  for  medicaid  prior  to 
actual  program  eligibility  determination.  The  Ccxiunission 
endorsed  this  program  for  all  applicants  but  with  an  emphasis  on 
pregnant  wanen  because  the  presumptive  eligibility  ensures  that 
important  prenatal  care  is  not  delayed  solely  because  a  medicaid 
eligible  wcxnan  has  not  obtained  a  medicaid  card. 

Unfortunately  the  Department  of  Income  Maintenance  is 
experiencing  computer  systems  contraints  due  to  the  data 
processing  of  system  modifications  required  by  recent  federal 
mandates.  Therefore  program  implementation  will  be  delayed. 

Model  2176  "Katie  Beckett"  Medicaid  Waiver; 

This  waiver  permits  the  state,  through  medicaid,  to  provide 
community-based  medicaid  benefits  and  case  management  services 
to  disabled  children  and  adults  who  may  otherwise  require  care 
in  an  institution. 

Before  Public  Act  90-134,  Connecticut  restricted  the  number 
of  persons  participating  under  the  waiver  to  fifty  persons,  the 
waiver  was  expanded  seventy  slots  including  the  Governor's 
recent  reduction  of  the  expansion. 

The  Commission  recognized  that  the  waiver's  expansion  would 
not  entirly  represent  new  state  spending,   since  some  of  these 
persons  on  the  waiver's  waiting  list  would  otherwise  be 
institutionalized  and  on  medicaid. 

Concerns  &  recommendations; 

Given  the  long-term  federal  deadlock  on  the  national  budget 
deficit  plus  the  political  aftermath  of  the  Medicare 
Catastrophic  legislation,   it  seems  unlikely  that  the  federal 
government  will  undertake  comprehensive  health  policy  reform  in 
the  near  future.  At  the  same  time,  considering  that  states' 
action  to  increase  access  to  health  care  and  health  insurance 
has  been  motivated  by  the  lack  of  substantial  federal  action  on 
this  problem,   it  is  clear  that  states  will  need  flexibility  to 
experiment  with  new  models  of  health  care  system  reform. 
Presently,  the  federal  medicaid,  medicare,  and  ERISA  regulations 
tightly  limit  states  ability  to  function  as  laboratories.  For 
example,  universal/unitary  models  have  been  seriously  discussed 
in  Connecticut  and  New  York  as  well  as  innovative  long-term  care 
proposals,  but  if  a  state  decieded  to  experiment  with  these 
options  a  special  federal  waiver  would  be  required. 

Since  the  different  health  care  constituitency  groups  are 
generally  anxious  to  move  forward  with  new  ways  to  increase 
access  to  adequate  health  care  regardless  of  ability  to  pay,  I 
would  urge  the  federal  government  to  grant  flexibility  to  the 
states.  I  do  also  advocate  that  the  government  should  refrain 
from  cutting  existing  health  care  budgets.  I  applaud  the  recent 
medicaid  expansions,  effective  in  the  year  2002. 

I  will  conclude  by  stating  that  I  am  pleased  to  see  this 
subcoranitee  recognize  the  significance  of  the  need  to  expand 
access  to  health  care  in  the  United  States  by  initiating  these 
public  hearings.     Thank  you  for  the  opportunity     to  testify 
today.  I  would  be  pleased  to  answer  any  questions  or  if  you 
would  like  additional  information  in  the  future  please  feel  free 
to  call  me  (203)  240-0490. 
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Mrs.  Kennelly.  Well,  that  brings  up  a  subject  that  I  would  like 
to  ask  you  about. 

I  tried  to  get  that  waiver  and  spent  incredible  numbers— hun- 
dreds of  hours  to  get  that  waiver  through  the  legislative  process, 
and  as  you  know,  I  was  not  able  to  and  had  to  go  in  another  direc- 
tion. 

But  one  of  the  reasons  for  that  was  that  the  particular  chairman 
of  the  committee  with  jurisdiction  really  felt  that  there  was  no 
reason  to  have  the  private  insurance  companies  involved  in  long- 
term  care  programs,  and  that  was  one  of  the  reasons  I  was  not  able 
to  get  relief. 

How  do  you  handle  this  question  that  I  often  get,  you  heard  testi- 
mony this  morning;  how  can  you  not  support  some  of  these  propos- 
als even  if  they  do  put  people  in  Connecticut  insurance  companies 
out  of  work? 

We  do  see  some  plans  being  proposed  that  do  put  the  insurance 
companies  out  of  business.  Now,  I  know  that  we  happen  to  have 
more  insurance  companies  than  most  people.  That  is  why  we  are 
called  the  insurance  capital  of  the  world,  but  there  are  other  large 
insurance  companies  across  these  United  States,  and  one  has  to 
think  that  over  the  years,  the  insurance  companies  did  provide 
health  care  for  people  historically  in  this  country  and  were  success- 
ful. 

Having  said  that,  I  will  also  tell  you  that  I  have  been  terribly 
disappointed  very  often  by  the  lack  of  their  response  to  the  needs 
of  people,  and  the  problems  that  result  when  people  cannot  get  the 
type  of  policy  at  the  price  that  they  are  able  to  pay.  And  yet,  I 
have  to  say  to  you  that  if  in  fact  you  choose  a  system  does  not  have 
a  piece  in  it  for  the  private  insurance  companies,  thousands  and 
tens  of  thousands  of  jobs  would  be  eliminated  not  only  from  Con- 
necticut but  from  across  this  Nation. 

Could  you  help  me?  How  do  you  answer  that?  I  get  this  present- 
ed to  me  constantly.  Mrs.  Kennelly,  you  come  from  Hartford, 
therefore  you  want  to  protect  those  insurance  companies,  end  of 
story. 

How  do  you  answer  this  question  when  it  came  up  in  your  Blue 
Ribbon  Commission?  Could  you  help  me,  share  with  me  how  you 
answer  this? 

Mr.  Courtney.  Well,  again,  the  easy  answer  from  the  Blue 
Ribbon  Commission  was  that  we  could  not  have  put  the  private 
health  insurance  industry  out  of  business  even  if  we  had  wanted  to 
because  of  the  restrictions  that  States  are  under  from  Federal  laws. 
So  that  was  sort  of  the  easy  answer. 

It  is  my  feeling  that  after  the  public  hearing  process  and  the 
review  of  all  the  information,  that  the  private  health  insurance  in- 
dustry in  essence  has  broken  down  for  the  small  employer  and  the 
small  purchaser  of  health  insurance,  and  as  a  practical  matter,  it 
just  seems  to  me  that  either  we  fix  that  problem  real  fast  or  we  are 
going  to  be  in  the  position  where  the  political  power  of  this  issue  is 
going  to  come  up  with  another  solution  other  than  the  private 
market,  and  I  at  this  point  feel  that  we  should  give  the  company— 
the  industry  the  opportunity  to  come  forward  with  the  kind  of  re- 
forms that  they  did  at  the  small  group  market  to  see  if  we  can  put 
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that  back  in  place  where  it  will  truly  function  for  the  benefit  of 
people. 

But  there  is  a  limit  to  the  patience  of  all  of  us  in  terms  of  just 
allowing  the  situation  to  go  unaddressed. 
Mrs.  Kennelly.  Sally. 

Ms.  Dillon.  I  assume  that — are  you  referring  to  the  Canadian 
system  by  that  

Mrs.  Kennelly.  There  are  numerous  proposals  that  really  have 
the  Government  as  the  payer  and  the  provider  as  the  major  basis 
of  the  entire  system,  running  from  beginning  to  end. 

Ms.  Dillon.  Well,  as  the  dimensions  of  the  AIDS  problem  started 
to  emerge  a  couple  of  years  ago,  there  were  many  thinkers  who 
thought  that  private  payers  would  be  bailing  out  of  the  health  in- 
surance all  together  and  that  has  not  happened. 

So  that  I  think  that  there  has  to  be  a  role  to  play  for  the  private 
insurers  in  this  country,  if  not  in  Canada.  We  certainly  have  a 
depth  of  experience  on  the  utilization.  They  can  play  a  very  deci- 
sive role  in  terms  of  measuring  outcomes,  which  they  are  only 
starting  to  get  into,  and  for  that  reason,  I  think  that  that  is  some- 
thing that  we  have  to  be  creative  about. 

I  would  not  have  thought  10  years  ago,  looking  at  what  is  hap- 
pening in  Washington  State,  for  example,  that  the  majority  of 
Americans  would  be  moving  toward  managed  care  systems  where 
their  choices  of  physicians  are  restricted. 

So  that  what  I  would  have  thought  10  years  ago  would  be  the 
nonnegotiable  expectations  of  the  American  public  have  shifted 
very  radically,  so  that  I  do  not  think  that  there  is  any  question  but 
that  the  private  payer  should  play  a  role,  and  I  would  single  out, 
though,  utilization. 

I  do  not  think,  though,  depending  on  what  mechanisms  that  you 
would  want  to  adopt,  if  you  were  going  to  have  a  fixed  fee  schedule 
for  providers,  for  example,  that  that  would  necessarily  create  a 
problem  for  them.  A  lot  of  the  might  welcome  that. 

So  that  I  really  think  that  everything  should  be  on  the  table  in 
that  regard  and  that  they  would  have  a  very  important  role  to 
play. 

Mrs.  Kennelly.  Well,  I  think  that  is  one  of  the  reasons  I  literal- 
ly insisted  on  having  this  hearing  and  thought  this  was  a  place  to 
start  because  I  go  along  with  Representative  Courtney. 

Mr.  Courtney.  Right. 

Mrs.  Kennelly.  Representative  Courtney,  I  think  the  situation 
has  come  to  such  a  crisis  point  that  I  really  want  to  bring  it  home 
to  our  own  insurance  city  how  people  feel  about  this  whole  thing. 

That  is  one  of  the  reasons  we  kicked  it  off  in  Hartford,  Conn.,  to 
show  that  what  you  just  said,  Pat,  everything  is  on  the  table. 

Ms.  Matthews.  I  think  every  one  would  agree  that  the  ideal  is 
for  every  man,  woman  and  child  in  the  country  to  have  access  to 
health  care,  but  in  order  to  reach  that,  we  are  going  to  have  to 
make  some  incremental  steps,  and  I  think  it  is — we  should  enlist 
the  help  of  the  insurance  industry,  just  as  Commissioner  Kelly 
turned  to  them  and  said,  a  policy  for  small  employers  is  very  much 
in  order  and  we  would  like  you  to  design  something  for  us. 

In  other  words,  in  order  to  get  to  that  ultimate  goal,  we  have  got 
to  use  all  the  resources  that  we  have.  Obviously,  the  insurance  in- 
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dustry  is  right  there  on  the  front  line,  and  I  think  that  you  are 
going  to  see  a  change  in  the  kind  of  policies  they  are  offering.  They 
have  already  instituted  reforms  because  they  realize  that  the  insur- 
ance industry  needs  to  be  their  friend  and  not  someone  on  the 
other  side. 

I  think  that  until  we  can  reach  that  point  when  the  Federal  Gov- 
ernment can  step  in  and  really  provide  what  we  are  lacking  as  far 
as  resources  go,  the  insurance  industry  is  going  to  have  to  be  our 
ally  and  our  partner. 

Mrs.  Kennelly.  Thank  you. 

Sally. 

Ms.  Bolster.  This  is  something  that  was  discussed  at  great 
length  in  Charlottesville. 

Mrs.  Kennelly.  I  thought  it  might  have  been. 

Ms.  Bolster.  You  can  understand  that  mine  was  probably  the 
strongest  voice  for  the  insurance  companies  considering  my  home 
State,  but  I  will  say  there  was  a  lot  of  support  even  from  across  the 
country,  that  every  one  except  Massachusetts  thought  that  it 
should  be  a  private-public  partnership  arrangement,  and,  of  course, 
the  Oregon  plan  has,  you  know — their  suggestions,  their  proposals 
which  were  turned  down  by  the  Federal  Government,  so  they  could 
not  get  any  waivers,  so  they  have  not  been  able  to  try  out  their 
plan,  whether  it  is  the  best  plan  in  the  world,  I  do  not  know,  but 
neither  does  anybody  else  until  they  are  given  the  opportunity  to 
experiment. 

And  the  same  is  true  with  Colorado,  that  also  wanted  to  experi- 
ment with  some — a  new  way  of  delivering  health  care  insurance. 

I  think  we  are  going  to  have  a  little  bit  of  everything.  I  think  it 
is  probably  just  as  well  if  we  do  a  public-private  partnership,  we 
are  more  inclined  to  be  watching  out  for  each  other,  too.  If  you  put 
it  all  in  one  pot  or  all  in  the  other,  I  think  one  or  the  other  is  going 
to  run  away  with  it,  and  that  does  not  necessarily  lead  to  the  best 
delivery  of  service. 

The  40  States  that  were  represented  in  Charlottesville  agreed 
unanimously  that  every  one  was  entitled  to  some  basic  health  care. 
Now,  what  is  basic  is  the  number  one  question.  I  do  not  think  it 
included  marriage  counseling,  but  there  were  some  things  in  the 
middle  as  to  if  we  are  to  provide  health  insurance  for  everybody, 
first  of  all,  we  have  got  to  decide  what  is  basic  health  insurance, 
and  what  is  it  that  we  must  provide  that  everybody  should  have 
access  to. 

We  all  agree  on  prenatal  care,  you  know,  and  pediatric  care,  et 
cetera,  but  then  you  can  get  beyond,  and  I  think  that  that  is  an 
extremely  important  question  that  we  have  got  to  determine  by 
going  out  and  talking  to  the  citizens  across  this  country. 

Now,  Oregon,  I  guess,  is  probably  finished  all  their  hearings. 
They  were  doing  them  all  over  the  place  to  try  to  put  together 
their  priority  list.  It  would  be  interesting  to  see  what  they  come 
out  with,  and  I  understand  that  Colorado  was  trying  to  do  a  some- 
what similar  thing,  and  I  think  that  it  would  be  great  if  we  could 
find  out  what  do  their  people  say,  you  know,  where  are  they 
coming  from. 

Mrs.  Kennelly.  Well,  I  will  tell  you  we  have  been  getting  more 
requests  for  your  small  business  piece.  It  has  become  well  known 
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across  the  country.  It  is  a  success,  and  I  really  think  it  is  helping  to 
improve  the  image  of  the  insurance  companies  because  they  did 
prove  they  could  do  something  if  they  had  to  do  it. 

So  I  thank  you  for  that,  but  this  is  something  that — and  even  the 
people  who  have  sat  through  this  whole  hearing,  and  I  thank  them 
so  much  for  it,  you  can  see  that  we  still  have  not  even  gotten  to  the 
point  of  saying  how  do  you  pay  for  this  new  program,  and  is  it  com- 
prehensive or  is  it  catastrophic.  All  those  questions  which  have  to 
be  sorted  out,  but  I  think  what  you  see  is  a  demand  by  the  people 
of  the  United  States  of  America  that  their  public  officials  resolve 
this,  and  I  commend  you  for  beginning  it  with  your  commission.  I 
promise  you  that  it  is  not  going  to  go  away  in  Washington. 

Thank  you  very  much. 

Ms.  Bolster.  Thank  you. 

[Applause.] 

[Whereupon,  at  1:53  p.m.,  the  hearing  was  adjourned.] 
[Submissions  for  the  record  follow:] 
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STATEMENT  OF  PAUL  COUSINEAU,  WEST  HARTFORD, 

CONN. 

Quite  obviously  Connecticut  will  finally  get  it*s  income  tax. 
Now,  when  do  we  get  a  national  health  program.  Most  of  us,  I 
included,  have  a  horror  tale  to  tell  resulting  from  our  present  health 
care  system.  We  read  that  the  patient  should  beware.  We  read  that 
40,000  people  in  America  die  from  profit  health  care  each  year.  We 
read  that  hospitals  are  frinded  by  holding  companies.  In  other  words 
by  big  business.  And  we  know  where  big  business  is  concerned 
lives  are  expendable.  Money  for  a  national  program  could  be  had 
by  raising  Social  Security  taxes. 


154 


TESTIMONY  OF 
CONGRESSMAN  SAM  GEJDENSON 
Before  the 

HOUSE  WAYS  AND  MEANS  SUBCOMMITTEE  ON  HEALTH 
FEBRUARY  25,  1991 
REGARDING  CONNECTICUT  HEALTH  INSURANCE  PROPOSALS 

Mr.  Chairman,  I  first  would  like  to  conunend  and  thank  you  for 
holding  this  hearing  in  Hartford,  Connecticut.  In  addition,  I 
would  like  to  thank  Congresswoman  Kennelly  for  her  efforts  to 
bring  you  here  to  hear  the  views  of  representatives  from  all 
sides  of  this  important  issue. 

I  am  sure  that  we  are  well  aware  of  the  vast  number  of 
individuals  -  the  poor,  the  unemployed,  the  working  uninsured, 
and  in  fact,  the  many  children  -  who  are  without  health  insurance 
coverage.  Currently,  an  estimated  32  to  37  million  individuals 
live  on  a  day-to-day  basis  without  a  medical  safety  net.  They 
can  not  afford  visits  to  the  family  doctor,  have  no  access  to 
preventive  care,  no  means  to  obtain  pre-natal  care,  and  no 
protection  in  case  of  a  medical  emergency.  Twenty-four  million 
of  those  uninsured  are  employed,  working  in  small  businesses,  or 
in  low-paying,  high-turnover  jobs  in  service  industries.  Others 
are  self-employed,  or  are  employed  in  seasonal  occupations,  such 
as  construction  and  agriculture.  In  addition  to  the  thirty- 
seven  million  individuals  who  are  uninsured,  there  are  an 
additional  seventeen  million  individuals  who  have  inadequate 
health  insurance  coverage  for  their  needs . 

As  health  costs  increase,  and  care  for  the  uninsured  further 
strains  hospital  emergency  rooms  and  health  care  clinics,  the 
burden  will  grow  greater  for  the  thirty-three  million  Americans 
who  do  participate  in  individual  health  care  plans.  Individual 
Blue  Cross/Blue  Shield  premiums  in  Connecticut  alone  have  grown 
by  15-20%  in  the  past  year;  much  of  this  increase  comes  as  a 
result  of  cost-shifting  to  private  payers  to  pay  for  those  who 
are  without  insurance.  As  costs  go  up,  more  and  more  people  will 
find  it  impossible  to  keep  paying  their  premiums.  Businesses  are 
also  finding  profits  crunched  by  the  rising  costs  of  health 
insurance . 

In  Connecticut,  legislators  have  already  grappled  with  these 
difficult  problems.  On  May  17,  1990  a  law  was  passed  enacting 
provisions  proposed  by  the  Blue  Ribbon  Commission  on  State  Health 
Insurance.  As  many  as  thirty-seven  disparate  groups  -were 
involved  in  the  drafting  of  this  legislation,  ranging  from 
citizen-action  groups  to  insurance  industry  representatives. 
Connecticut  is  working  to  provide  quality,  low-cost  options  for 
small  businesses.  In  addition,  Connecticut  officials  are  working 
to  provide  a  state-subsidized  health  insurance  policy  for 
pregnant  women  and  children  not  currently  covered  by  the  Medicaid 
program.  This  is  a  significant  step  toward  resolving  the  health 
access  crisis  on  a  state  level.  First,  I  would  like  to  commend 
my  colleagues  in  Connecticut  for  all  of  their  efforts  in  this 
area.  As  well,  I  would  encourage  legislators  from  other  states 
and  at  the  federal  level  to  give  this  legislation  close 
consideration.  The  effort  of  state  legislators  to  forge  ahead  and 
develop  new  strategies  expanding  access  to  health  care  is  an 
indication  of  both  the  demands  of  an  overburdened  health  care 
system  and  the  demands  of  increasingly  vocal  Connecticut 
residents. 

Opinion  polls  across  the  country  have  well  documented  the  fact 
that  more  and  more  individuals  are  dissatisfied  with  rising 
prices  of  physician  and  hospital  care,  prescription  drugs,  health 
insurance  premiums,  co-payments  and  deductibles.  However,  I 
don't  need  to  look  at  poll  results  to  know  that  my  constituents 
are  concerned  about  these  issues  and  more.  Each  day  I  get 
letters  from  my  constituents  which  express  concerns  about  having 
to  choose  between  going  to  the  doctor  or  paying  the  rent. 
Elderly  individuals  are  worried  about  prescription  medication 
costs  doubling  and  tripling  in  cost.     Individuals  are  putting  off 
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preventive  care  and  letting  their  conditions  worsen. 
While  these  problems  are  becoming  more  obvious  every  day,  the 
cure  is  not  so  apparent.  To  improve  upon  our  nation's  health 
care  system,  it  is  necessary  to  take  into  consideration  many 
complex  issues.  In  addition  to  the  proposals  suggested  in 
Connecticut,  there  are  other  recommendations  on  both  the  state 
and  national  level  which  have  great  merit  and  which  I  have  taken 
into  consideration.  These  include  extending  Medicare  health 
coverage  to  all  individuals,  mandated  employer  insurance 
coverage,  health  care  rationing,  and  finally,  increases  in  the 
number  of  low-income  individuals  provided  health  care  by  the 
state-federal  Medicaid  program. 

Congress  created  the  Bipartisan  Pepper  Commission  on 
Comprehensive  Health  Care  to  examine  these  various  proposals  and 
to  recommend  legislation  that  would  ensure  that  every  American 
would  have  health  and  long-term  care  coverage.  The  final  report 
of  the  Commission,  issued  late  last  year,  provides  a  valuable  and 
comprehensive  critique  of  various  proposals  and  includes  a  final 
recommendation  for  legislation.  However,  the  Pepper  Commission 
failed  to  address  the  crucial  question  of  cost.  Who  will  bear 
the  burden  of  cost  of  implementing  these  programs?  In  my  mind, 
any  proposal  to  provide  universal  access  to  health  care  for  all 
Americans  must  address  the  matter  of  costs. 

Connecticut's  efforts  to  extend  health  insurance  coverage  to  a 
greater  number  of  individuals  through  innovative  government- 
supported  health  insurance  plans  provide  the  inspiration  and 
motivation  to  bringing  these  ideas  to  the  national  level . 

I  am  currently  working  to  put  together  legislation  that  would 
loosely  pattern  itself  upon  the  efforts  of  Connecticut 
legislators.  This  proposal  would  create  a  national  health  care 
plan  to  provide  access  for  each  individual  to  health  and  long- 
term  care  services.  Individual  and  family  health  care  costs 
would  be  based  on  their  ability  to  pay.  Poverty  level  income 
groups  would  be  excluded  from  these  cost  requirements.  Minimum 
benefits  would  be  defined  to  include  preventive  and  primary 
service  use. 

One  of  the  key  goals  of  this  proposal  would  be  to  eliminate  the 
frustration  and  confusion  that  exist  as  a  result  of  the  many 
different  insurance  and  government  programs  paying  health  service 
providers.  In  addition,  the  government  would  work  to  provide  the 
funds  for  the  health  care  costs  that  stem  from  chronic  illness, 
devastating  injury,  or  the  fragility  of  age. 

Financing  would  be  achieved  via  two  mechanisms.  Individuals  and 
families  with  an  income  beyond  a  certain  level  would  pay  for 
health  care  costs  equaling  a  percentage  of  estimated  income. 
Costs  beyond  the  income  cap  would  be  government  financed  through 
taxes  applied  on  a  sliding  scale  basis. 

My  proposal  envisions  insurance  companies  playing  a  dual  role, 
both  as  providers  of  supplemental  insurance  policies  to  cover  the 
cost  to  the  individual  of  the  health  care  percentage  deductible 
and  as  administrators  of  the  government-funded  comprehensive 
benefit  program  beyond  the  income  deductible  cap. 

Working  individuals  and  families  would  be  able  to  work  with  both 
employers  and  insurance  companies  to  design  health  insurance 
policies  that  cover  the  initial  front-end  costs  of  health  care 
and  provide  supplemental  coverage  of  valuable  services  such  as 
alcohol  and  drug  abuse  in-patient  recovery  care,  in  vitro 
fertilization  costs  and  others.  Costs  would  be  reduced  for 
employers,  and  employees  would  be  in  a  better  position  to 
negotiate  for  more  specific  service  coverage. 

For  example,  a  dual  income  four-member  family  making  $20,000  a 
year  would  pay  a  percentage  of  income,  10%  in  this  case,  towards 
health  care  costs.  This  would  be  $20,  000  x  .10  =  $2  ,  000. 
Employer-mandated  insurance  would  pay  for  this   percentage,  and 
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the  government  would  cover  health  costs  beyond  this  point. 

In  the  upcoming  weeks,  I  will  be  continuing  my  efforts  to  bring 
this  theoretical  proposal  out  in  a  final  legislative  form.  It  is 
my  hope  that  this  addition  to  the  growing  number  of  national 
health  care  proposals  will  not  only  provide  further  ideas  for 
discussion  and  critical  analysis,  but  will  lend  my  voice  in  a 
substantive  way  to  the  growing  swell  of  support  for  a  national 
health  plan. 
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SUPPORT  LETTER:   U.S.  WAYS  &  MEANS,   HEALTH  SUBCOMMITTEE 


DATE:  February  25,  1991 


FROM:  State  Representative  Norma  Gyle 


RE:   access  to  health  care  &  health  insurance 


In  my  capacity  as  a  legislative  member  of  the  previous 
Connecticut  Blue  Ribbon  Commission  On  State  Health  Insurance, 
and  ranking  Republican  member  of  the  Public  Health  Ccanmittee,  I 
am  writing  in  support  of  the  health  care  access  testimony 
provided  to  you  today  by  the  CT  Health  Care  Access  Commission 
co-chairs.  Senator  Matthews  and  Representative  Courtney. 

I  fully  support  the  consensus  package  of  Blue  Ribbon 
Commission  recommendations,  now  Public  Act  90-134,  which  Senator 
Matthews  and  Representative  Courtney  will  outline  for  you  today. 

Similar  to  the  Commission  co-chairs,   I  call  your  attention 
to  Connecticut's  new  small  business  health  insurance  plans  and 
small  group  market  reforms  which  do  not  place  any  mandates  on 
small  employers.   In  addition  to  that  public-private  initiative, 
the  Commission's  recommended  program  for  the  state  to  subsidize 
insurance  coverage  for  low  income  uninsured  children  and 
pregnant  women  is  also  an  essential  in  responding  to  the 
inequities  of  our  present  health  care  system.  Prenatal  and 
well-child  care  are  investments  that  will  reduce  the  medical  and 
financial  misfortunes  such  as  infant  mortality,  and  neonatal 
care . 

Even  though  Connecticut,  like  other  states,   is  beginning  to 
progress  towards  expanding  access  to  needed  health  care  and 
insurance,   there  is  still  much  work  left  to  be  done  by  both  the 
states  and  federal  government  as  well  as  the  private  sector.  I 
urge  the  federal  government  to  consider  providing  flexibility 
and  support  to  the  various  states  which  presently  are  the 
laboratories  for  health  care  reform. 

Thank  you  for  your  attention  to  my  ccmments.  I  would  be 
please  to  provide  additional  information  if  you  feel  it  would  be 
useful.  I  can  be  contacted  at  the  Public  Health  Committee,  (203) 
240-0560. 


Sincerely, 


NG:hp 
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19  CHESTNUT  ST.,  NEW  BRITAIN,  CONNECTICUT  06051,  TEL.  (203)  229-3751 


^  in  > 


^^^^  ^ 


Rev.  Fr.  Hudson  R.  Richard 

Rev.  Dr.  David  D.  Mellon  SCJ^' "  Rev.  Susan  E.  Gregory-Davis 

Executive  Minister  '  —  Pastoral  Care  — 

Sr.  Mary  Bernadette  Nowakowski,  S.S.J.  New  Britain  General  Hospital 

Judith  A.  Briggs  Sr.  Rosemary  Cichon,  S.S.J.  New  Britain  Memorial  Hospital 

Office  Manager  Urban  Sisters  Center  Area  Convalescent  Homes 
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STATEMENT  AND  WRITTEN  TESTIMONY 
Of 

WILFRED  REGUERO,   M.D.,  F.A.C.O.G. 

Chairman,  Department  of  Obstetrics  and  Gynecology 
Hospital  of  Saint  Raphael 

Project  Director 
"Project  MotherCare" 

Associate  Clinical  Professor  of 
Obstetrics  and  Gynecology 
Yale  University  School  of  Medicine 


Project  MotherCare  has  been  developed  as  a  demonstration 
project  because  of  the  realization  that  there  is  inadequate 
access  to  health  care  in  the  City  of  New  Haven. 

Evaluation  of  census  tract  data  which  is  specifically 
related  to  economic  status,  educational  status,  marital  status 
and  infant  mortality,  points  to  the  fact  that  there  is  a  direct 
relationship  between  low  economic  status  and  infant  mortality 
outcomes.  Educational  status  and  the  single  parent  family  impact 
dramatically  on  these  poor  outcomes. 

The  Hospital  of  Saint  Raphael,  as  part  of  Project 
MotherCare,  instituted  the  Saint  Raphael  Neighborhood  Mobile 
Clinic.  This  is  a  58  foot  tractor  and  trailer  which  goes  to  the 
impoverished  areas  of  New  Haven  "  to  deliver  health  care.  A 
comprehensive  prenatal  package  is  "the  critical  agenda  for  this 
project.  In  the  two  months  that  this  project  has  been  underway 
we  have  seen  in  excess  of  400 .  patients ,  and  have  registered  22 
new  prenatal  patients.  The  project  has  also  embarked  on  a  drug 
free  program  which  uses  acupuncture  treatment  for  substance 
abusers.  We  have  been  evaluating  the  types  of  insurance  and  the 
number  of  people  who  are  insured.  To  date  we  have  found  that 
only  14%  of  the  clients  accessing  the  Saint  Raphael  Mobile  Clinic 
are  uninsured. 

It  is  clear  that  accessibility  to  health  care  can  be 
something  that  is  very  real  or  at  the  least  perceived  to  be  real. 
In  fact,  it  is  likely  that  the  perception  of  not  being  able  to 
afford  health  care  is  in  itself  very  real.  The  literature  has 
indicated  that  the  leading  cause  of  the  failure  by  women  to 
obtain  prenatal  care  is  that  they  do  not  believe  they  can  afford 
that  care  even  if  they  are  insured  by  Medicaid. 

In  actuality  our  health  care  system  does  not  care  for  people 
who  are  underinsured  very  well.  The  reimbursement  mechanism 
established  for  hospital  care  serves  as  a  disincentive  for  the 
development  of  programs  to  meet  the  needs  of  the  indigent  in  our 
society.  It  is  clear  to  me  that  we  need  to  direct  monies  towards 
direct  patient  care  interventions  that  are  structured  to  provide 
free  health  care.  One  of  the  questions  asked  most  frequently 
about  Project  MotherCare  is  "how  much  do  I  have  to  pay  if  I  go  to 
the  van".  The  fact  that  they  pay  nothing  has  caused  this  project 
to  be  an  overwhelming  success.  I  urge  the  Legislature  not  to 
embark  on  programs  that  require  co-payments,  means  tests  or  any 
other  strategies  that  demonstrate  themselves  to  be  retrogressive. 

I  would  also  point  out  that  I  have  recently  come  to 
understand  that  even  though  I  give  a  patient  a  prescription  for  a 
medication,  they  frequently  do  not  get  this  medication  because 
they  cannot  afford  to  purchase  it.  That  makes  the  visit  totally 
irrelevant.  I  would  welcome  a  program  that  provides  free 
medications  for  people  who  cannot  afford  to  pay. 

The  health  care  legislation  proposed  in  Connecticut  would 
provide  for  the  creation  of  insurance  coverage  for  a  variety  of 
uninsured  and  underinsured  citizens.  This  proposition  will  not 
work  unless  there  is  constructed  into  the  program  a  proper  health 
care  delivery  system  to  provide  easy  access  for  the  people  that 
need  to  use  it.  It  is  my  view  that  access  and  delivery  of  health 
care  can  be  done  much  more  cost  effectively  if  the  health  care 
delivery  system  is  constructed  in  such  a  way  as  to  target  these 
citizens  and  provide  that  care  without  requiring  up-front 
payments  and  co-payment. 

There  are  many  other  issues  that  would  require     a  great  deal 
of  study  and  time  to  elaborate  on. 

The  project  that  we  provide  improves  accessibility  to  health 
care,  will  help  reduce  infant  mortality  and  demonstrate  to  many 
of  our  disenfranchised  citizens  that  society  really  does  care 
what  happens  to  them. 

Thank  you  for  allowing  me  to    present  this     statement  to  the 
Subcommittee  on  Health  and  the  Committee  on  Ways  and  Means  of  the  - 
U.S.   House  of  Representatives. 
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